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mo che meinen 


MUTUAL SECURITY ACT OF 1958 


WEDNESDAY, MARCH 19, 1958 


Untrep States SENATE, 


CoMMITTEE ON ForerGn RELATIONS, 
Washington, D. C. 


The committee met, pursuant to call, at 10:10 a. m., in room 318, 
Senate Office Building, Senator Theodore Francis Green (chairman) 
presiding. 

Present: Senators Green (chairman), Fulbright, Mansfield, Long, 
Smith, Hickenlooper, Knowland, and Aiken. 

The Cuarrman. The meeting will please come to order. Today 
opens the hearings by the Senate Committee on Foreign Relations on 
the Mutual Security Act of 1958. 

The President’s proposal regarding mutual security was laid before 
the Congress last February 19, and draft legislation embodying his 
recommendations was introduced by Senator Wiley and myself in 
order that the committee might have a bill before it. 

(The message and bill are as follows :) 


[H. R. Doe. No. 338, 85th Cong., 2d sess. ] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES RELATIVE TO 
OvurR MUTUAL SECURITY PROGRAM 


To the Congress of the United States: 


The state of the Union message this year set forth an eight-point program 
required to focus the resources of America upon the urgent tasks of security and 
peace. As an essential element of that effort, I recommended the vigorous con- 
tinuation of our mutual security program. I now ask enactment of the legisla- 
tion that will accomplish this. 

It is my duty to make clear my profound conviction that the vigorous advance- 
ment of this program is our only logical course. An alternative there is to 
discontinue or sharply reduce the program, but the consequences would be— 

A severe dislocation and basic impairment of free-world power ; 

A certain crumbling, under Sino-Soviet pressures, of our strategic overseas 
positions and a forcing of these positions progressively back toward our own 
shores; 

A massive increase in our own defense budget, in amounts far exceeding 
mutual-security appropriations, necessitating increases in taxes; 

A heavy increase in inductions of American youth into our own Armed 
Forces ; and 

Ultimately a beleaguered America, her freedoms limited by mounting 
defense costs, and almost alone in a world dominated by international 
communism. 

Those who would consider this alternative to support of our mutual security 
program must measure well these consequences. 

Since the mutual security program was initiated 10 years ago, its essentials 
have remained the same: Its means are military, economic, and technical co- 
operation with other nations. Its object is to preserve peace and freedom for 
our Nation and for other nations of the free world. Its achievement is what 
its name declares—the mutual security of our own and other free nations. 

It is easy to forget our fears of only a decade ago that France, Italy, and 
other nations of Europe devastated by war would be engulfed by the Red tide. 
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Due in major measure to this great program, these and other nations of Asia 
and the Middle East are free today and stand with us against Communist 
domination. 

It is also our mutual security program which has afforded the critical margin 
of assistance required by still other nations, great and small, in order to make 
the economic progress essential to their survival. 

The accomplishments under this program in building the military strength 
of the free world have been dramatic. Since 1950, when the military assistance 
program was inaugurated, the ground forces of countries associated with us 
for collective defense have grown to include nearly 5 million well trained and 
equipped fighting men situated at strategic locations around the world. Naval 
forces have increased by over 100 percent, and the air forces of these nations 
now include 32,000 aircraft, of which over 14,000 are jets. In the buildup of 
their forces, the nations associated with us have spent over five times as much 
as we have expended on military assistance. 

_The value of the mutual security program to our national safety and to free- 
dom throughout the world is many times greater than its cost. 


I. MUTUAL SECURITY IN THE NUCLEAR ERA 


The United States will keep its own military forces strong and ready. But 

we must not allow concentration on our military might to divert us from other 
essential objectives of our national security program. 
., The major objectives of our security effort are to provide opportunities for the 
advancement of peace and freedom: First, by deterring general nuclear war; 
second, by preventing local Sino-Soviet aggression; and, third, by forestalling 
Communist subversion or massive economic penetration of other nations. 

In achieving these major objectives of our national security effort, the mutual 
security program is indispensable. 


Deterring total war 


All mankind has a revulsion against nuclear war. We prayerfully hope that 
this sentiment will ultimately persuade the Soviet Government to participate in a 
plan of genuine disarmament. Until then, however, we must maintain the de- 
terrent power of our Armed Forces. This power is immeasurably increased 
by the cooperation of nations friendly to us—in Europe, Africa, the Near East, 
and Far East, and in our own hemisphere—and by the forward bases there main- 
tained. 

The mutual security program plays a direct part in the availability of bases 
from which strategic striking forces can be staged and fueled. Similarly, it 
makes possible the logistic, warning, and defense facilities essential to the op- 
eration of these bases. 

The importance of these facts increases as intermediate range ballistic missiles 
provide this supplement to our striking power. 


Preventing local aggression 


Our defense power must be directed as well toward deterring local aggressions 
which could lead to global war or to piecemeal absorption of the free world by 
Communist imperialism. It is imperative that the free world maintain strong 
conventional forces capable of dealing effectively with such aggressions whenever 
and wherever they may occur. America alone cannot maintain such forces on 
the scale required. They must be developed by the threatened nations themselves. 

Those nations are anxious to provide for their own defense. They can sup- 
ply the men and much of the needed facilities and support. But many of 
them lack the modern industries necessary to provide military equipment or they 
lack the economic strength needed to bear the full burden of the agreed mili- 
tary effort. To maintain this effort they must have help. 

We provide this help—arms through military assistance and economic aid 
through defense support. 

In short, our own military strength, great as it is, is vastly increased by the 
power of our allies, by the bases we have jointly established and by the whole 
fabric of our collective security system. 


Prevention of Communist subversion and penetration 
It is not enough, however, that our military assistance and defense support 
help to prevent Communist expansion by force of arms. We are equally con- 


cerned by the danger of Communist absorption of whole nations by subversion 
or economic penetration. 
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Military strength alone is not an adequate barrier to this insidious process, 

To defeat the spread of communism by these means, economic progress js 
essential. ary 

Our technical assistance and economic development programs serve. this 
large purpose. They are addressed for the most part to the less developed 
countries of the free world, because it is in these countries that freedom naw 
hangs most precariously in the balance, 2 

More than 1 billion people live in these newly developing nations. These 
people want economic as well as political independence; they want education 
and the enriched life it will bring; they want a voice in world affairs; and 
they want urgently to have the material advances made possible by modern 
technology. 

The governments of these newly developing countries are now under pres- 
sure from within to fulfill the hopes and needs of their people for education and 
economic betterment. They are exposed to Communist enticements and threats. 
Against a background of massive social and economic problems, solid steps 
toward solving these problems have been taken. 

But even with the most determined local effort, in many countries the 
prospects for economic growth, unassisted, are not promising. If free institu- 
tions are to survive in these countries they must have external help. They 
must have technical assistance to train their manpower, to explore their re- 
sources and use them productively. They must have supplementary capital from 
abroad for investment in agriculture, power, transportation, and industry. 
They must have help to tide them over economic difficulties that threaten their 
stability and cohesion. They must have increasing trade with availability of 
necessary imports and growing markets over a long term. 

It is the purpose of our economic and technical assistance programs to enlarge 
the community of nations that can meet the aspirations of their people for 
economic and social improvement. We can help to demonstrate that growth 
ean be achieved more readily in conditions of freedom, that it is not necessary 
to sacrifice liberty for bread. 

It is also in our interest to establish a sound basis for effective international 
cooperation. Poverty is a divisive force in the world. Working together with 
the people of less developed countries in a common attack on poverty, we talk 
a common language that all men understand and we help to establish the basis 
for better relations and more enduring cooperation among free nations. 

We also have an economic interest in promoting the development of the free 
world. In the years to come, the increased economic strength of less developed 
countries should prove mutually beneficial in providing growing markets for 
exports, added opportunities for investment, and more of the basic materials 
we need from abroad. 

The leaders of the Communist bloe are acutely aware that the economic needs 
of many independent nations offer communism a valuable opportunity to in- 
fluence the political direction in which those nations will move. For the past 
3 years the Soviet Union, Communist China, and the satellite nations have been 
offering increasing amounts of economic and technical aid to countries of the 
free world, often under conditions that, on the surface, are appealing. They 
have already concluded agreements for aid involving substantial sums, and addi- 
tional offers are outstanding. In several free nations, the aid pledged by the 
Communist bloc equals or exceeds that made available to them from free world 
nations in the same period. 

If the purpose of Soviet aid to any country were simply to help it overcome 
economic difficulties without infringing its freedom, such aid could be weleomed 
as forwarding the free world purpose of economic growth. But there is nething 
in the history of international communism to indicate this can be the case. 
Until such evidence is forthcoming, we and other free nations must assume that 
Soviet bloe aid is a new, subtle, and long-range instrument directed toward the 
same old purpose of drawing its recipient away from the community of free 
nations and ultimately into the Communist orbit. 

The newly independent countries will not knowingly choose subordination. 
They are proud of their sovereignty. They know recent history which shows 
plainly that whenever the opportunity has arisen, the Soviet Union has swal- 
lowed up its neighbors and is willing to use tanks to crush attempts to gain 
freedom from Soviet domination. 

Yet if newly developing countries are forced to choose between abandoning 
development programs demanded by their people, or achieving them through 
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Communist bloc assistance, the opportunity for Communist economic penetration 
will be greatly enhanced. 

The United States provided economic and technical help for development for 
many years before the Soviet economic offensive began. It is now all the more 
important that we and other developed nations of the free world should continue 
and increase effective programs of aid which may be relied on by the less devel- 
oped countries to give them timely and substantial help. 

So long as the uncommitted countries know that the rest of the free world 
shares their aspirations and is prepared to help them achieve economic and social 
progress in independence and freedom, we can be confident that the cause of the 
free world will prevail. 


II. THE PROGRAM FOR FISCAL YEAR 1959 


The mutual security program which I recommend for fiscal year 1959 contains 
essentially the same component parts as authorized by the Congress last session. 
To carry out this program I request $3,942,100,000. 


Military assistance 


Military assistance continues to be the essential program by which we join 
with our allied and associated nations in maintaining well-armed forces in 
NATO, the Baghdad Pact, the Southeast Asia Treaty Organization, and in other 
key nations in the Far East and southeast Asia. Through this program we also 
supply advanced weapons to our allies in Europe and elsewhere for their effective 
defense. 

The mutual defense assistance which we have furnished, and are proposing to 
furnish, to nations, organizations, and areas of the free world will continue to 
make them more able to defend themselves, and will thereby strengthen the 
security of the United States and promote world peace. 

I ask for $1,800 million for military assistance. This sum will be sufficient 
to maintain during fiscal year 1959 the level of deliveries carried out in fiscal 
year 1957 and projected for fiscal year 1958. 


Defense support 


For defense support I request $835 million, to go to 12 countries that are sup- 
porting substantial military forces. These funds are needed to enable the re- 
cipient countries to make a mutually agreed contribution to our common military 
effort. This amount is substantially what I requested last year for support to 
these same 12 countries. Of the total amount, 70 percent would be used in 4 
countries—Korea, the Republic of China, Vietnam, and Turkey. 


Special assistance 


Several of our mutual security needs, some closely related to our collective 
security effort, cannot be met through other categories of assistance. For these 
we shall need to provide special assistance. I request $212 million for special 
assistance. This will serve two main interests: 

First, special assistance helps maintain political and economic stability in 
certain nations where we do not support substantial military forces. Among 
such nations are Morocco and Libya, where we have Strategic Air Command 
bases of great importance. In fiscal year 1958 assistance of this nature was 
included within the category of defense support. It will help clarify the purpose 
of this assistance if it is now provided as special assistance. 

Second, special assistance supports another group of activities not falling 
properly under other categories of the act; for example, a continuation of the 
worldwide malaria-eradication program, the European technical exchange pro- 
gram, and a program in Latin America to provide training and civilian type 
equipment to military engineer units for construction of useful public projects. 


Development Loan Fund 


This Congress in its first session established the Development Loan Fund to 
help friendly nations strengthen themselves by encouraging the development of 
their economies on the basis of self-help and mutual cooperation. 

This action was taken to place our economic development assistance on the 
long-term basis essential for sound planning and execution of development 
programs. The Congress appropriated initial capital of $300 million. The fact 
that the fund has already received applications totaling well over $1 billion is a 
measure of the hopes which these newly developing nations place in it. 
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I request that the $625 million already authorized to be made available begin- 
ning in fiscal year 1959 be appropriated in full. This full amount is needed as 
additional capital for the fund in order that its basic objectives may be realized. 

The fund’s long-term character set it apart from economic assistance else- 
where provided in the mutual security program. I believe it is wise, therefore, 
to identify the fund as a separate entity. I am accordingly requesting incorpora- 
tion of the fund with a board of directors which will both act as the governing 
body of the fund and assure coordination with our foreign policy objectives, 
with other mutual security activities and with lending activities of the Export- 
Import Bank and the International Bank. 


Technical cooperation 


Our technical cooperation program is well established and has wide support 
of the American people. It should be gradually increased as additional able, 
well-trained technicians can be prepared to work abroad. For this program I 
ask $142 million for fiscal year 1959. 

I also ask $20 million for the United States contribution to the United Nations 
technical assistance program. At the recent meeting of the General Assembly, 
the United States took the lead in proposing an expansion of this program, includ- 
ing the establishment of a special projects fund, in order to meet repeated and 
urgent requests from the newly developing nations for forms of technical develop- 
ment not now available from the United Nations. The proposal, if fully imple- 
mented by contributions from United Nations members, would ultimately result 
in a United Nations program of $100 million a year. I anticipate that an appro- 
priation of $20 million will be sufficient to meet our obligations under this 
arrangement during the coming fiscal year. 

In addition, I request $1.5 million to continue our contribution to the work 
of the Organization of American States. 


Contingency fund 


Past experience has proven time and again that, as the fiscal year develops, 
contingencies will arise for which funds will be needed. Some of these can be 
be foreseen but withont certainty as to the amounts; some cannot now be fore- 
seen. Considering the turbulent state of the world today, I believe a fund of 
$200 million for contingencies is the minimum that will be needed for these 
purposes. Funds in the same amount were requested for fiscal year 1958 as a 
clearly distinguished part of special assistance. The important need for such 
funds can more clearly be identified through a separate appropriation to be used 
as required under the established categories of assistance. 


Other programs 


For other programs I ask the appropriation of $106.6 million. As in past 
years these funds will provide for our contribution to the United Nations Chil- 
dren’s Fund, certain refugee programs, the atoms-for-peace program, and for the 
cost of administering the economic programs. This administrative cost includes 
initial funds for bringing about an increase in the training of employees te 
speak the language of the countries in which they will serve. This is increas- 
ingly important because many of the newly independent nations speak languages 
in which we have few experts. 

III. CONCLUSION 


In recommending to you the vigorous continuation of our mutual security 
program, I am conscious of the feeling of some that desirable developments 
should be accomplished in this country before funds are used for development 
abroad. 

This feeling springs in large part from the kind of misunderstandings typified 
by the name so often attached to this program: “foreign aid.” This name is 
often used as though the program were some sort of giveaway or handout to 
foreigners, without benefit to ourselves. 

For all the reasons I have discussed, the very opposite is true. Our mutual 
a program is of transcendant importance to the security of the United 

tates, 

No one would seriously argue that funds for our own military forces should 
be denied until desirable civilian projects had been provided for. Yet our ex- 
penditures for mutual security are fully as important to our national defense 
as expenditures for our own forces, and dollar for dollar buy us more in security. 
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For the safety of our families, the future of our children and our continued 
existence as a nation, we cannot afford to slacken our support of the mutual 
security program. The program I have recommended represents the smallest 
amount we may wisely invest in mutual security during the coming year. 

Dwicut D. EI1s—ENHOWER. 

Tue Wuite House, February 19, 1958. 


[S. 8318, 85th Cong., 2d sess.] 


A BILL To amend further the Mutual Security Act of 1954, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Mutual 
Security Act of 1958.” 

Sec. 2. Title I, chapter 1, of the Mutual Security Act of 1954, as amended, which 
relates to military assistance, is further amended by striking out “1958” and 
“$1,600,000,000” in section 103 (a) and substituting “1959” and ‘$1,800,000,000,” 
respectively. 

Sec. 3. Title I, chapter 3, of the Mutual Security Act of 1954, as amended, 
which relates to defense support, is further amended by striking out “1958” and 
“$750,000,000” in section 131 (b) and substituting “1959” and “$835,000,000,” 
respectively. 

Sec. 4. Title II of the Mutual Security Act of 1954, as amended, which relates 
to the Development Loan Fund, is further amended as follows: 

(a) Amend section 202, which relates to general authority, as follows: 

(1) Strike out subsection (a) and substitute the following: 

“(a) To carry out the purposes of this title, there is hereby created as an 
agency of the United States of America, subject to the direction and supervision 
of the President, a body corporate to be known as the ‘Development Loan Fund’ 
(hereinafter referred to in this title as the ‘Fund’) which shall have succession 
in its corporate name. The Fund shall have its principal office in the District of 
Columbia and shall be deemed, for purposes of venue in civil actions, to be a 
resident thereof. It may establish offices in such other place or places as it may 
deem necessary or appropriate.”. 

(2) In subsection (b), strike out all preceding “is hereby” in the first sentence 
and substitute “The Fund”; strike out “he” in the first sentence and substitute 
“it”; strike out “from” in the second sentence and substitute “by”; insert after 
the third sentence “The provisions of section 955 of title 18 of the United States 
Code shall not apply to prevent any person, including any individual, partnership, 
corporation, or association, from acting for or participating with the Fund in any 
operation or transaction, or from acquiring any obligation issued in connection 
with any operation or transaction, engaged in by the Fund.”; and strike out 
the last two sentences and substitute the following new sentence: “The Presi- 
dent’s semiannual reports to the Congress on operations under this Act, as 
provided for in section 534 of this Act, shall include detailed information on the 
implementation of this title.”. 

(b) Amend section 204, which relates to fiscal provisions, as follows: 

(1) In subsection (b), substitute “Fund” for “President” in the first sentence 
and strike out “against the Fund” in that sentence; change “authorized” to “made 
available” in the second sentence; and insert “assets of the” before “Fund” in 
the third sentence. 

(2) Strike out subsection (c) and substitute the following: 

“(c) The Fund shall be deemed to be wholly owned Government corporation 
ami shall accordingly be subject to the applicable provisions of the Government 
Corporation Control Act, as amended.”. 

(ec) Amend section 205, which relates to powers and authorities, as follows: 

(1) Insert “MANAGEMENT,” before “powers” in the heading of the section. 

(2) Strike out subsections (a) and (b) and substitute the following new 
subsections : 

“(a) The management of the Fund shall be vested in a Board of Directors 
(hereinafter referred to in this title as the ‘Board’) consisting of the Deputy 
Under Secretary of State for Economic Affairs, who shall be Chairman, the 
Director of the International Cooperation Administration, the Chairman of the 
Board of Directors of the Export-Import Bank, the Managing Director of the 
Fund, and the United States Executive Director on the International Bank for 
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Reconstruction and Development. The Board shall carry out its functions sub- 
ject to the foreign policy guidance of the Secretary of State. The Board shall act 
by a majority vote participated in by a quorum and three members of the Board 
shall constitute a quorum. Subject to the foregoing sentence, vacancies in the 
membership of the Board shall not affect its power to act. The Board shall meet 
for organization purposes when and where called by the Chairman. The Board 
may, in addition to taking any other necessary or appropriate actions in connec- 
tion with the management of the Fund, adopt, amend and repeal bylaws governing 
the conduct of its business and the performance of the authorities, powers and 
functions of the Fund and its officers and employees. The members of the 
Board shall receive no compensation for their services on the Board but may 
be paid actual travel expenses and per diem in lieu of subsistence under the 
Standardized Government Travel Regulations in connection with travel or 
absence from their homes or regular places of business for purposes of business 
of the Fund. 

“(b) There shall be a Managing Director of the Fund who shall be the chief 
executive officer of the Fund, who shall be appointed by the President of the 
United States by and with the advice and consent of the Senate, and whose 
compensation shall be at a rate of $20,000 a year. There shall also be a Deputy 
Managing Director of the Fund, whose compensation shall be at a rate not in 
excess of $19,000 a year, and three other oflicers of the Fund, whose titles shall 
be determined by the Board and whose compensation shall be at a rate not in 
excess of $18,000 per year. Appointment to the offices provided for in the pre- 
ceding sentence shall be by the Board. The Managing Director, in his capacity 
as chief executive officer of the Fund, the Deputy Managing Director and the 
other officers of the Fund shall perform such functions as the Board may 
designate and shall be subject to the supervision and direction of the Board. 
During the absence or disability of the Managing Director or in the event of a 
vacancy in the office of Managing Director, the Deputy Managing Director shall 
act as Managing Director, or, if the Deputy Managing Director is also absent or 
disabled or the office of Deputy Managing Director is vacant, such other officer as 
the Board may designate shall act as Managing Director. The offices provided 
for in this subsection shall be in addition to positions otherwise authorized by 
law.”. 

(3) In subsection (c): 

(i) Strike out all in the first sentence preceding “: enter into” and substitute 
“The Fund, in addition to other powers and authorities vested in or delegated 
or assigned to the Fund or its officers or the Board, may” ; 

(ii) Strike out “may be deemed” in the first clause of the first sentence and 
substitute “it may deem” ; 

(iii) Strike out “under this title” in the fourth clause of the first sentence 
and substitute “of the Fund” ; 

(iv) Strike out “the Manager of” in the fifth clause, both times it appears 
in the seventh clause, and in the last clause of the first sentence; 

(v) Insert after the seventh clause of the first sentence, following ‘‘collec- 
tion;”, the following: “adopt, alter, and use a corporate seal which shall be 
judicially noticed ; require bonds for the faithful performance of the duties of 
its officers, attorneys, agents, and employees and pay the premiums thereon; 
sue and be sued in its corporate name (provided that no attachment, injune- 
tion, garnishment, or similar process, mesne or final, shall be issued against 
the Fund or any officer thereof, including the Board or any member thereof, 
in his official capacity or against property or funds owned or held by the 
Fund or any such officer in his official capacity) ; exercise, in the payment of 
debts out of bankrupt, insolvent or decedent’s estates, the priority of the 
Government of the United States; purchase one passenger motor vehicle for 
use in the continental United States and replace such vehicle from time to 
time as necessary; use the United States mails in the same manner and under 
the same conditions as the executive departments of the Federal Government ;” ; 

(vi) Strike out all following “operation” in the last clause of the first 
sentence and substitute “, or in carrying out any function.”. 

(vii) Insert the following new sentence after the first sentence of the sub- 
section: “Nothing herein shall be construed to exempt the Fund or its opera- 
tions from the application of sections 507 (b) and 2679 of title 28, United 
States Code or of section 367 of the Revised Statutes (5 U. S. GC. 316).”. 

(4) Insert the following new subsections: 

“(d) The Fund shall contribute, from the respective appropriation or fund 
used for payment of salaries, pay, or compensation, to the civil service retire- 
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ment and disability fund, a sum as provided by section 4 (a) of the Civil 
Service Retirement Act, as amended (5 U. S. C. 2254a), except that such sum 
shall be determined by applying to the total basic salaries (as defined in that 
Act) paid to the employees of the Fund covered by that Act, the per centum 
rate determined annually by the Civil Service Commission to be the excess of 
the total normal cost per centum rate of the civil service retirement system 
over the employee deduction rate specified in said section 4 (a). The Fund 
shall also contribute at least quarterly from such appropriation or fund, to the 
employees’ compensation fund, the amount determined by the Secretary of 
Labor to be the full cost of benefits and other payments made from such fund 
on account of injuries and deaths of its employees which may hereafter occur. 
The Fund shall also pay into the Treasury as miscellaneous receipts that por- 
tion of the cost of administration of the respective funds attributable to its 
employees, as determined by the Civil Service Commission and the Secretary of 
Labor. 

“(e) The assets of the Development Loan Fund on the date of entry into 
force of the Mutual Security Act of 1958 shall be transferred as of such date to 
the body corporate created by section 202 (a) of this Act. In addition, records, 
personnel, and property of the International Cooperation Administration may, 
as agreed by the Managing Director and the Director of the International Coop- 
eration Administration or as determined by the President, be transferred to the 
Fund. Obligations and liabilities incurred against, and rights established or 
acquired for the benefit of or with respect to, the Development Loan Fund during 
the period between August 14, 1957, and the date of entry into force of the 
Mutual Security Act of 1958 are hereby transferred to, and accepted and assumed 
by, the body corporate created by section 202 (a) of this Act. A person serving 
as Manager of the Development Loan Fund as of the date of entry into force of 
the Mutual Security Act of 1958 shall not, by reason of the entry into force of 
that Act, require reappointment in order to serve in the office of Managing 
Director provided for in section 205 (b) of this Act.”. 

Sec. 5. Title III of the Mutual Security Act of 1954, as amended, which relates 
to technical cooperation, is further amended as follows: 

(a) In section 304, which relates to authorization, strike out ‘“$151,900,000” 
and substitute “$142,000,000 for use beginning in the fiscal year 1959”. 

(b) Amend section 306, which relates to multilateral technical cooperation, 
as follows: 

(1) Insert “AND RELATED PROGRAMS” after “COOPERATION” in the heading of the 
section; insert “and this Act” after “title” in the first sentence; and insert “and 
related” after “cooperation” in the first sentence. 

(2) In subsection (a), which relates to contributions to the United Nations 
Expanded Program of Technical Assistance, strike out “$15,500,000” and “1958” 
and substitute “$20,000,000” and “1959”, respectively ; insert “and such related 
fund as may hereafter be established” after ‘‘Assistance”; and in the proviso 
change “to this program” to ‘‘for such purpose” and change “to the program” 
where it appears three times to “for such purpose”. 

(3) In subsection (b), which relates to contributions to the technical coopera- 
tion program of the Organization of American States, strike out “1958” and 
substitute “1959”. 

Sec. 6. Title IV of the Mutual Security Act of 1954, as amended, which relates 
to other programs, is further amended as follows: 

(a) In section 400 (a), which relates to special assistance, strike out “1958” 
and “$250,000,000” in the first sentence and substitute “1959” and “$212,000,000”, 
respectively ; and strike out all following “stability” in the first sentence and all 
of the last sentence and insert a period. 

‘ Ad Amend section 401, which relates to President’s special authority, as 
ollows: 

(1) Insert “AND CONTINGENCY FUND” after “AaurHorRITY” in the heading of 
this section. 

(2) Subsection (a) is amended as follows: 

(i) In the first sentence, insert “for use” after “made available’; strike 
out “such use by section 400 (a) of this Act” and substitute “use under this 
subsection by subsection (b) of this section”; strike out “pursuant to auth- 
orizations contained in” and substitute “for use under”; and 

(ii) In the second and last sentence strike out “section” both times it ap- 
pears and substitute “subsection”. 

(3) Redesignate subsection (b) as subsection (c), and insert the following 
new subsection (b) : 
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“(b) There is hereby authorized to be appropriated to the President for 
the fiscal year 1959 not to exceed $200,000,000 for assistance authorized by this 
Act, other than by title II, in accordance with the provisions of this Act ap- 
plicable to the furnishing of such assistance. $100,000,000 of the funds auth- 
orized to be appropriated pursuant to this subsection for any fiscal year may 
be used in such year in accordance with the provisions of subsection (a) of 
this section.” 

(4) In the last sentence of subsection (c), insert “subsection (a) of” after 
“under”. 

(c) In section 402, which relates to earmarking of funds, strike out “1958” in 
the first sentence and substitute “1959”. 

(d) Repeal sections 403 and 404, which relate, respectively, to special as- 
sistance in joint control areas and responsibilities in Germany, and substitute 
the following new section : 

“Sec. 403. RESPONSIBILITIES IN GERMANY.—The President is hereby author- 
ized to use during the fiscal year 1959 not to exceed $8,200,000 of the funds made 
available pursuant to section 400 (a) of this Act in order to meet the respon- 
sibilities or objectives of the United States in Germany, including West Berlin. 
In carrying out this section, the President may also use currency which has 


been or may be deposited in the GARIOA (Government and Relief in Occupied . 


Areas) Special Account, including that part of the German currency now or 
hereafter deposited under the bilateral agreement of December 15, 1949, be- 
tween the United States and the Federal Republic of Germany (or any sup- 
plementary or succeeding agreement) which, upon approval by the President, 
shall be deposited in the GARIOA Special Account under the terms of article 
V of that agreement. The President may use the funds available for the pur- 
poses of this section on such terms and conditions as he may specify, and with- 
out regard to any provision of law which he determines must be disregarded.” 

(e) Amend section 405, which relates to migrants, refugees, and escapees, as 
follows: 

(1) In subsection (c), strike out all following “fiscal year” and substitute 
“1959 not to exceed $1,200,000 for contributions to the program of the United 
Nations High Commissioner for Refugees for assistance to refugees under his 
mandate.”’, 

(2) In subsection (d), strike out “1958” and “$5,500,000” and substitute 
“1959” and “$8,600,000”, respectively. 

(f) In section 406, which relates to children’s welfare, strike out “1958” and 
substitute “1959”. 

(g) In section 407, which relates to Palestine refugees in the Near East, 
insert “for the fiscal year 1959” before “not to exceed” in the first sentence ; 
strike out “$65,000,000” in the first sentence and substitute “$25,000,000”; and 
strike out the second sentence. 

(h) In section 409 (c), which relates to ocean freight charges, strike out 
“1958” and “$2,200,000” and substitute “1959” and “$2,100,000”, respectively. 

(i) In section 410, which relates to Control Act expenses, strike out “1958” 
in the first sentence and substitute “1959.” 

(j) Amend section 411, which relates to administrative and other expenses, 
as follows: 

(1) In subsection (b), strike out “1958” and “$32,750,000” and substitute 
“1959” and “$33,000,000”, respectively; and insert “and title II” after “title 
I” within the first parentheses ; 

(2) In subsection (c), insert “functions of the Department under this Act 
or for” before “normal.” 

(k) In section 413 (b) (4), which relates to encouragement of free enterprise 
and private participation, strike out ‘the agency primarily” and substitute “an 
agency”; and insert after “Director of the International Cooperation Admin- 
istration” both times it appears in subparagraph (F) “or such other officer as 
the President may designate.” 

(1) In section 419 (a), which relates to atoms for peace, strike out “1958” 
and “$7,000,000” in the second sentence and substitute “1959” and “$5,500,000”, 
respectively. 

(m) In section 420, which relates to malaria eradication, delete “The” in the 
second sentence and insert “In addition to such assistance as may be furnished 
for this purpose in accordance with the provisions of title II, the’; insert after 
the word “authorized” in the second sentence “to use funds made available un- 
der this Aet (other than chapter 1, title I, and title II)”; and strike out the 
last sentence. 
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Sec. 7. Title V, chapter 1, of the Mutual Security Act of 1954, as amended, 
which relates to general provisions, is further amended as follows: 

(a) Section 509, which relates to shipping on United States vessels, is 
amended by adding the following new sentence at the end thereof: “Sales of 
fresh fruit and the products thereof under this Act shall be exempt from the 
requirements of the cargo preference laws (Public Resolution 17, Seventy-third 
Congress, and section 901 (b) of the Merchant Marine Act, 1936, as amended).”. 

(b) Section 510, which relates to purchase of commodities, is amended by 
striking out “title II or” in the first sentence. 

(c) Add the following new section: 

“Seo. 516. Pronreirion AGAINST Dest RETIREMENT.—None of the funds made 
available under this Act nor any of the counterpart funds generated as a result 
of assistance under this Act or any other Act shall be used to make payments on 
account of the principal or interest on any debt of any foreign government or 
on any loan made to such government by any other foreign government; nor 
shall any of these funds be expended for any purpose for which funds have been 
withdrawn by any recipient country to make payment on such debts: Provided, 
That to the extent that funds have been borrowed by any foreign government in 
order to make a deposit of counterpart and such deposit is in excess of the 
amount that would be required to be deposited pursuant to the formula pre- 
scribed by section 142 (b) of this Act, such counterpart may be used in such 
country for any agreed purpose consistent with the provisions of this Act.”’. 

Sec. 8. Title V, chapter 2, of the Mutual Security Act of 1954, as amended, 
which relates to organization and administration, is further amended by chang- 
ing section 537, which relates to provisions on uses of funds, as follows: In 
subsection (a) (1), strike out “for the fiscal year 1958”; and in subsection (c), 
strike out “Not to exceed $18,000,000” and substitute “Notwithstanding the pro- 
visions of section 406 (a) of Public Law 85-241, not to exceed $26,000,000,” and 
add the following new clause before the period: “, and not to exceed $2,750,000 
of funds made available for assistance in other countries under this Act may be 
used (in addition to funds available for such use under other authorities in 
this Act) for construction or acquisition of such facilities for such purposes 
elsewhere’”’. 

Sec. 9. Title V, chapter 3, of the Mutual Security Act of 1954, as amended, 
which relates to repeal and miscellaneous provisions, is further amended as 
follows: 

(a) Amend section 548 (d), which relates to saving provisions, by striking 
out “Act of 1956 or the Mutual Security Act of 1957” and substituting “Acts 
of 1956, 1957 or 1958” in the first sentence. 

(b) Amend section 544, which relates to amendments to other laws, by strik- 
ing out subsections (b) and (c) (which deletions shall not be deemed to affect 
amendments contained in such subsections to Acts other than the Mutual Secu- 
rity Act of 1954, as amended) and substituting the following new subsections: 

“(b) Section 101 of the Government Corporation Control Act, as amended 
(31 U. 8. C. 846), is further amended by inserting ‘Development Loan Fund ;’ 
before ‘Institute of Inter-American Affairs’. 

“(c) The Defense Base Act, as amended (42 U. 8S. C. 1651), is further 
amended as follows: 

“(1) In subsection 1 (a), insert the following new subparagraph between 
subparagraph (4) and the last five lines: 

“*(5) under a contract approved and financed by the United States or 
any executive department, independent establishment, or agency thereof 
(including any corporate instrumentality of the United States), or any 
subcontract or subordinate contract with respect to such contract, where 
such contract is to be performed outside the continental United States, 
under the Mutual Security Act of 1954, as amended (other than title II 
thereof), and not otherwise within the coverage of this section, and every 
such contract shall contain provisions requiring that the contractor (and 
subcontractor or subordinate contractor with respect to such contract) (1) 
shall, before commencing performanee of such contract, provide for se- 
curing to or on behalf of employees engaged in work under such contract 
the payment of compensation and other benefits under the provisions of 
this Act, and (2) shall maintain in full force and effect during the term 
of such contract, subcontract, or subordinate contract, or while employees 
are engaged in work performed thereunder, the said security for the pay- 
ment of such compensation and benefits, but nothing in this paragraph shall 
be construed to apply to any employee of such contractor or subcontractor 
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who is engaged exclusively in furnishing materials or supplies under his 
contract ;’. 

“(2) In subsection 1 (e), strike ‘(3) or (4)’ in the last sentence and substitute 
therefor ‘(3), (4), or (5).’ 

“(3) In subsection 1 (f), insert ‘or in any work under subparagraph (5) 
subsection (a) of this section’ between ‘this section’ and ‘shall not apply.’ 

“(d) Section 101 (a) of the War Hazards Compensation Act, as amended 
(42 U. 8. C. 1701), is further amended by inserting the following subparagraph 
between subparagraph (3) and the last fifteen lines: ‘or (4) to any person 
who is an employee specified in section 1 (a) (5) of the Defense Base Act, as 
amended, if no compensation is payable with respect to such injury or death 
under such Act, or to any person engaged under a contract for his personal 
services outside the United States approved and financed by the United States 
under the Mutual Security Act of 1954, as amended (other than title II thereof) : 
Provided, That in cases where the United States is not a formal party to con- 
tracts approved and financed under the Mutual Security Act of 1954, as 
amended, the Secretary, upon the recommendation of the head of any depart- 
ment or agency of the United States, may, in the exercise of his discretion, 
waive the application of the provisions of this subparagraph with respect to 
any such contracts, subcontracts, or subordinate contracts, work location under 
Such ‘contracts, subcontracts, or subordinate contracts, or classification of 
employees.’ ” 

(c) Amend section 545, which relates to definitions, as follows: 

(1) In subsection (j), insert “the Development Loan Fund and” after “refer 
to” and strike out “title II,”’. 


(2) In subsection (k), insert “the Board of Directors of the Development 
Loan Fund and” after “refer to” and strike out “title II,”. 

The Cuarrman. This bill, Senate 3318, is the subject of these hear- 
ings. Members of the committee have been sent the proposed schedule 
of hearings. I hope that it will be possible to conclude these before 
the Easter recess. 

This morning the committee will hear the Secretary of Defense, 
Mr. Neil H. McElroy, and the Chairman of the Joint Chiefs of Staff, 
Gen. Nathan F. Twining. 

Mr. McElroy, you may proceed. 


STATEMENT OF HON. NEIL H. McELROY, SECRETARY OF DEFENSE, 
ACCOMPANIED BY GEN. NATHAN F. TWINING, CHAIRMAN OF 
THE JOINT CHIEFS OF STAFF 


Secretary McExroy. Mr. Chairman, I have a prepared statement 
here, and if it is agreeable to you and to the members of your com- 
mittee, I would like to read that as the introduction to my testimony. 

The Cuarrman. Please proceed. 

Secretary McExroy. I am glad to have an opportunity to appear 
before you in support of the military assistance program. 

Here with me today is General Twining, who will answer any ques- 
tions of a military nature which the committee may have. Also, here 
with me is Assistant Secretary of Defense Sprague, who I understand 
will appear before your committee tomorrow and in subsequent ses- 
sions with members of his staff to provide you with full details on 
the military assistance program. 


THE THREAT WE FACE 


As with other aspects of our national security effort, an under- 
standing of the threat we face is basic to an evaluation of the defense 
aspects of the mutual security program. 
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We are now in a period when in the event of total war between the 
two great powers catastrophic destruction could result. The United 
States and its allies are determined to maintain such power and such 
readiness that it will be clear to any potential attacker that the price 
of a massive surprise attack would be a counterblow of devastating 
effectiveness. So long as we are able to maintain this position, we 
believe that the likelihood of all-out nuclear warfare will remain 
relatively remote. 

But this does not mean that communism will abandon its avowed 
objectives of world domination. We can expect it rather to intensify 
efforts in other fields where in its view the price of conflict would not 
be so high. During the past year we have witnessed their increased 
use of economic penetration, subversion, and threats of local aggression. 
Recent targets of economic penetration and subversion include, for 
example, Syria, Egypt, Yemen, and Indonesia. An obvious example is 
Syria, where during the past year they introduced large shipments of 
military equipment and training personnel, accompanied by vigorous 
efforts at subversion and a storm of fabricated charges directed at 
Syria’s free world neighbors. 


ANSWER TO THE MILITARY THREAT 


The answer to the military threat is twofold. First and most im- 
portant, it is the capability of the United States, principally through 
the Strategic Air Command, to retaliate quickly and effectively against 
a massive nuclear attack. Second is the collective security defense 
system—NATO, SEATO, The Baghdad Pact, the Rio Treaty, and 
additional bilateral arrangements with countries like Japan, Korea, 
Taiwan, and Vietnam. 

Both constitute the deterrent to global war or local conflict which 
might expand into general conflict. 

While the United States maintains in all services mobile and prepo- 
sitioned forces which can be effectively employed to meet local situa- 
tions which might require military action by us, our main reliance 
against local aggression around the periphery of the Sino Soviet bloc 
rests with strong allied forces. The importance of these units is illus- 
trated by the fact that while there are 5 United States divisions in 
Europe, there are over 30 allied divisions; that while there are 2 United 
States divisions in Korea, there are 21 Korean divisions; and while 
there are no United States combat elements in Turkey, there are 20 
Turkish divisions. In NATO planning, the effectiveness of United 
States Air Forces assigned to SACEUR is greatly enhanced by the 
power of the allied air forces which outnumbered our aircraft by a 
ratio of better than 3 to1. Allied naval units effectively augment the 
capabilities of the United States Navy in antisubmarine and convoy 
roles in addition to safeguarding their own coastal waters. 

The importance of allied forces cannot be measured solely in tangible 
military capability. Intangible factors are of equal importance, for 
allied will and determination to resist aggression is a highly significant 
factor in the enemy’s assessment of the cost of aggression; and the 
existence of their own military forces is a critical factor in allied 
determination to resist aggression. 
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OVERSEAS BASES 


Another vital aspect of the collective security system, made possible 
in large part by the military assistance program, is found in the over- 
seas land, sea, and air installations, of which there are over 250, made 
available to us by our allies for the forward deployment and support 
of our retaliatory capability. The existence of this worldwide net- 
work of bases helps to insure that the Communists could not launch a 
surprise attack which could cripple our retaliatory capability at one 
blow. Against the threat of local aggression, such bases provide for- 
ward positions for support of our naval forces and enable us to locate 
ground and tactical air forces close to potential trouble spots. 

An important recent development in this connection is the agree- 
ment between the United States and the United Kingdom for the de- 
ployment of IRBM squadrons on British soil, manned by British per- 
sonnel on bases provided by them. At the recent NATO heads of 
government meeting in December it was unanimously decided in prin- 
ciple that intermediate range ballistic missiles would be received by 
NATO countries, subject to the deployment plans of SACEUR and 
to satisfactory arrangements made between the United States and the 
receiving country. 


MILITARY ASSISTANCE IN SUPPORT OF ALLIED FORCE GOALS 


In planning the military structure needed to support United States 
strategic concepts, the Joint Chiefs of Staff rely heavily on allied mili- 
tary forces. This requirement is expressed in force goals which enu- 
merate the major combat units of the armed forces of foreign allied 
nations that are considered essential. These force goals represent ob- 
jectives of United States policy to be attained either by the unilateral 
efforts of the country in question; or, where the force objectives are 
beyond the capability of the country concerned, with the assistance of 
the United States. 

With minor exception all military assistance is furnished in support 
of these Joint Chiefs of Staff force goals. The precise nature and level 
of support undertaken each year for the forces of a given country is 
determined after thorough consideration of many dependent factors 
in the military, economic, and political sphere. We seek only to main- 
tain and modernize these allied forces at a rate consistent with our own 
resources and the ability of our allies to use and maintain the equip- 
ment. We realize fully that in the development of free world military 
capability we must bear in mind that we face a struggle extending over 
many years in which victory may fall to the side with the greatest 
staying power. Consequently, both the United States and its allies 
must shape their military programs so as not to jeopardize long-term 
political and economic stability. 

The fact that military assistance is furnished to allied nations in 
direct support of force goals set by the Joint Chiefs of Staff under- 
scores the importance of its contribution to United States security. 
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GROWTH OF ALLIED FORCES 


This program has been a highly significant factor in the growth 
since 1950 of the forces of allies with whom we are today joined in 
collective defense : 

These are some of the statistics. 

Their army ground forces have increased from 314 million men to 
4.7 million, a rise of 34 percent. 

Combatant naval vessels in their forces increased from 1,200 to 
2,500—a gain of over 100 percent. 

Aircraft in their forces increased from 16,000 conventional and 600 
jets to 18,000 conventional and 14,000 jets—a twenty-three-fold 
Increase in jets. 

Moreover, in the intervening 8-year period there have been vast 
improvements in training, equipment, morale, and leadership which 
apply to all of these forces. 

major part of this accomplishment is due to the efforts of the 
Allies themselves. This is confirmed by the fact that since 1950 
Allies receiving military assistance from the United States have 
spent more than $5 for every $1 of such assistance. In fact, their 
1957 effort was at the higher rate of the equivalent of almost $7 for 
every dollar of military assistance. We have every expectation that 
this healthy trend will continue. 


MILITARY ASSISTANCE NECESSARY TO MAINTAIN GROWTH 


It is certain, however, that this growth could not have been ac- 
complished without the military assistance program. It is also cer- 
tain that it could not have been accomplished without the program 
of defense support, 80 percent of which during this year is going to 
6 countries on the periphery of the Soviet bloc—Greece, Turkey, 
Pakistan, Vietnam, Taiwan, and Korea. Without such assistance 
these countries could not maintain the military strength made neces- 
sary by virtue of their geographical position. 

It is my personal conviction that the military assistance program, 
together with its economic counterpart, defense support, will con- 
tinue to be an integral and absolutely vital part of our own defense 
effort. 

The new obligational authority sought for fiscal year 1959 will 
provide the minimum level of military assistance necessary to sup- 
port the objectives of the program. I accordingly urge full support 
of this and other aspects of the mutual security program recom- 
mended by the President. 

The Cuareman. Mr. Secretary, you have no objection to ques- 
tioning? 

Secretary McExtroy. Not at all. 


TERMINOLOGY EXPLAINED 


The Cuareman. In the first place, I think your statement is a very 
important one and I have no doubt it will receive a good deal of 
public attention. 

There are 1 or 2 abbreviations that I think should be explained. 
We are not as familiar with them as you are. The first is the term 
SACEUR. Will you spell that out for the record ? 
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Secretary McExroy. That is the abbreviation for Supreme Allied 
Commander Europe. That is General Norstad, at the present time. 

The Cuarrman. And on the next page you say : 

The precise nature of the level of support undertaken each year for the force 
of a given country is determined after thorough consideration. 

Determined by whom ? 

Secretary McEiroy. What page are we on, sir? 

The CHarrman. Page 4, the third line from the bottom. The 
paragraph begins, “With minor exceptions——” 

Secretary McExroy. This is codediiniald under the Department of 
State. The military goals as stated here are set by the Joint Chiefs 
of Staff. These other matters are weighed and evaluated by the 
Department of State. 

The Cuatrman. There is another abbreviation you have used. At 
the top of page 4 you say, in the second line, “For the deployment of 
IRBM squadrons.” Spell that out, please. 

Secretary McEtroy. That is Intermediate Range Ballistic Missiles. 
I think it would have been wiser for me to have spelled that out. 
Those are missiles of about 1,500 mile range. 

The CuairmMan. It is very natural that you should expect us to un- 
derstand these abbreviations. 

They will probably be used more in the future than they have been 
in the past. 

Secretary McExroy. I think we have taken it for granted partly be- 
cause there has been so much of this in the press, but I think we have 
been mistaken in doing so. 

The CuarrMan. Now to go outside of your statement, may I ask a 


couple of questions ? 


IMPROVING LEVEL OF NATO EFFORT 


The NATO countries, except France, the United Kingdom, and the 
United States, spend only 5 percent of their gross national product 
on defense. Yet they can more easily afford higher relative expendi- 
tures than can the countries of the Near East and the Far East. 

What, in your opinion, can be done to improve the level of NATO 
military effort ¢ 

Secretary McE roy. That is a subject which is going to be given 
serious consideration at a meeting in April which will be attended 
by the Defense Ministers of the NATO countries. It will be con- 
sidered in relationship to a recently made analysis of military needs 
of NATO for the future. General Twining last week was in Paris 
attending a meeting of the military chiefs of the NATO powers that 
gave consideration to this matter, and I think that the subject which 
ven raise is a subject which is under rather frequent review, but will 

ave very specific review in connection with this meeting scheduled 
in Paris next month. 

The Cuarrman. Are you personally satisfied with the arrangements 
which have been made to assure the military equipment supplied un- 
der this program is used for the purposes for which it is intended? 

Could you furnish the committee with a list of instances over the 
last 3 years in which it has been alleged that the equipment was mis- 
used, together with a statement of the action taken by the United 
States in each instance ? 
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It seems to me the people of the United States are entitled to that 
information. Certainly the Congress is. 

Secretary McExroy. I know that there have been some, and of 
course there is one rather dramatic recent instance in which that could 
be alleged and I think is quite factual. 

We will be very glad to make a record of this and submit it to the 
committee for this purpose. 

(The information furnished is classified and is in the committee’s 
files. 

The Cuarrman. Mr. Fulbright, have you any questions? 

Senator Futsrient. Thank you, Mr. Chairman. 
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DETERMINATION OF A COUNTRY’S ABILITY TO SUPPORT MILITARY 
PROGRAM 


Mr. Secretary, in arriving at a proper program for military assist- 
ance to a country, do you or your staff study the entire economy of 
the country and determine shale or not the country can support 
a particular level of support for the military ? 

Secretary McEtroy. The way this works, Senator Fulbright, is 
the Chiefs of Staff establish the military goals. The appraisal of 
the ability of the country to support its own part of such a program is 

articipated in to a minor extent by us, but is principally established 
y the State Department. 

Senator Futsricnut. It is their responsibility then to make the de- 
cision as to whether or not a particular military program is within or 
beyond the capacity of the country to support it 

Secretary McEtroy. That is correct, sir. The defense support allo- 
cations in connection with such an analysis is set up by a State Depart- 
ment action. 

Senator Futsrieut. To use a specific example, then, it was the deci- 
sion of the State Department that Pakistan needed and could support 
the particular military program that has been carried on there? 

Secretary McExroy. Would you mind if I consult here with my 
associate a moment ? 

Senator Futsrient. Not at all. 

Secretary McEtroy. Mr. Senator, the State Department is the 
agency which has determined the degree to which support is required 
by Pakistan to maintain, the force shissties which our military ap- 
praisal has determined is desirable. I hope that answers your ques- 
tion. 

UNITED STATES PROGRAMS IN INDIA AND PAKISTAN 


Senator Futsricut. Yes, it answers it. I was trying to ascertain 
the responsibility for decisions on the balancing of economic assistance 
versus military. You will notice by a recent story in the New York 
Times that the defense program in India has been increased by $25 
million. I am sure you are aware of the great economic difficulties 
that confront India. It is believed by some that by increasing our 
military assistance to Pakistan, we create conditions which make the 
Indians believe they must increase their military effort. 

In other words, we are, in effect, inspiring a little arms race on 
the side between our allies. 


' 
; 








MUTUAL SECURITY ACT OF 1958 17 


Secretary McExroy. I do not believe that you meant that there is 
a $25 million military assistance program on our part to India, or 
did you? 

Sinator Futsricut. No, we have none in India. 

Secretary McEtroy. That is right. 

Senator Futsricut. But India itself has increased its military ef- 
fort in response, it is alleged, to the great increase in Pakistan’s mili- 
tary strength as a result of our programs. So when we give a sub- 
stantial increase to Pakistan, we make it necessary for India to divert 
more of her resources to her military defense. 

Secretary McEtroy. That may turn out to be the case, sir. Of 
course, the information that I have is that India’s expenditures in 
relationship to Pakistan are still substantially above those of Pakistan 
for military purposes. The desire of course of our military advisers 
is not to put Pakistan in any position to engage in any military action 
with respect to India, but with respect to possible incursions from an- 
other nearby neighbor. 

Senator Porseatiiey: I know that is your purpose. It is not the 
purpose that Iam questioning. It is the wisdom, whether or not what 
you are doing is well designed to achieve your purpose. 

Secreta Morse. I can see as you indicate, Senator, that there 


are some things that you do for one purpose which may cause some 
repercussions which may not be completely desirable. 


INDIA’S ECONOMIC AND MILITARY NEEDS 


Senator Futsrieut. You pointed out properly that we do not give 
India direct military aid, but India has just recently negotiated a loan 
of $225 million from this country for economic assistance and will 
undoubtedly, I expect, solicit additional aid. So in effect whatever is 
diverted from her economy into the military effort makes her economic 
situation that much more acute and increases the pressure for us to 
give them economic aid, does it not? 

Secretary McEtroy. I think there is some interaction there. 

Senator Futsricut. So that if the initial program in Pakistan is 
not very wisely balanced in accordance with Pakistan’s ability, it may 
result, as I say, in our inspiring an arms race between two friendly 
countries. 

Secretary McEtroy. I believe, Senator, that it could properly be 
said that "Endia is not necessarily preparing solely for any conflict 
with her neighbor Pakistan. 

There are other neighbors of hers which I believe that she would 
like to be protected against in any possible future conflict. 

Senator Futsrieut. It is not for me to determine that. It happens 
that the Indians believe that, rightly or wrongly, doesn’t it? They 
may be misguided in their fear of Pakistan, but they allege and assert 
that that is the reason. 

Secretary McExtroy. That may be their principal reason. I, of 
course, am not privy to all of their thinking in these matters at all, 
but it would surprise me if they were not thinking also of defending 
themselves against any other potential enemy, and they have others 
who are on their borders. 








18 MUTUAL SECURITY ACT OF 1958 


CONTINUING AUTHORIZATION FOR MILITARY ASSISTANCE 


Senator Fursricut. Last year the administration asked for con- 
tinuing authorization for military assistance and defense support so 
that appropriations could be included in a separate title of the Depart- 
ment of Defense appropriations bill. 

No such request was made this year. What led the administration 
to change its mind on this point ? 

Secretary McExroy. I do not believe that the administration 
changed its mind. This is a matter of tactics. It was proposed last 
year. We would favor it now. But since it was turned down last 

ear, it seemed to us not appropriate to raise the question again. 
it seemed to be simply raising time after time a question which 
presumably the Congress had settled contrary to the administration 
view. We would say again, however, Senator, that this is of suffi- 
ciently vital importance in our judgment in our overall military 
position around the world that we would be very glad in the Depart- 
ment of Defense to include it in the defense budget, and to defend it 
as part of that budget. 
enator Futsricutr. Mr. Secretary, you will recall that the Sen- 
ate and this committee, and certainly I, as a Senator, accepted your 
view last year, isn’t that so? 

Secretary McEtroy. That is correct. 

Senator Futsricut. Don’t you think you ought to take that into 
consideration in assessing the Congress’ point of view? Must you 
always follow the House’s decisions in these matters? 

Secretary McExroy. No, I do not think so, but the matter was finally 
settled, and while it may not have been settled in accord with the 
Senate’s view on the matter, it had been settled, and while as I say, 
we would be very glad to reopen it if that is the desire of this body, 
we did not do so because we thought it was presenting something 
which had already been settled just 1 year before. 

Senator Fursricut. I think you were wise in your representations 
last year, but I was not consulted this year about them. 


SAVINGS FROM SHIFTING PROCUREMENT IN JAPAN TO THE UNITED STATES 


Your presentation book shows an item of $41 million for the procure- 
ment of 10,294 vehiclesin Japan. This is part of a 5-year plan, begun 
in fiscal 1957 under which an average of 10,000 new vehicles a year will 
be procured in Japan. 

our book says: 

Japan provides vehicles which are entirely adequate for the intended purposes 
and simpler to operate and maintain than the current United States models. 
There is also a substantial saving in forms of the overall cost of vehicle and 
transportation to destination. In addition, development of production capabili- 
ties in Japan provides a readily available source of future spare parts supply to 
each country and further strengthens the Japanese economy. 

How much more would it cost to switch this procurement to the 
United States? 

Secretary McExroy. I don’t know the answer to that, Senator, but 
we will be very glad to develop an answer to that. Would you like 
that inserted in the record or would you like to have that be a question 
that Mr. Sprague will be in position to answer tomorrow ? 
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Senator Futsrient. We do not need it right now. It would cost 
something more nn to your statement. 
’ 


Secretary McExroy. Oh, yes, that is correct. 
(The following information was subsequently furnished for the 
record :) 


Question. The proposed fiscal year 1959 program includes $41 million for the 
procurement of vehicles in Japan. What would be the cost if these vehicles were 
procured in the United States and shipped to the Far East? What considerations 
other than cost would make this undesirable? 

Answer. The table below shows comparative costs for the three major types of 
vehicles involved in this program if supplied by procurement in Japan or by 
procurement in the United States. The figures quoted involve an element of 
estimate because they are averages for three major types of vehicles, each one 
of which has a number of different subtypes, such as a portion being furnished 
with winches and a portion without winches. 


Relative cost of vehicles (including initial spares) 


Type proposed for | Crrrent a Spear 
Vehicles roc’rement in United States-type 
apan —_. furnished to 

A 


BOG us 353 Liisa chibi sg dba dec gl 
ee 
2'4-ton truck 


1 Price based on diesel-powered vehicle presently under contract in Japan. Future requirements will be 
for gasoline-driven 2!4-ton trucks at an estimated cost reduction of $500 per vehicle. 


The transportation and handling charges for delivery of the vehicles to Korea 
are set forth in the following table: 


Transportation and handling costs to Korea 


Japan to United States 
to Korea 


$50 $324 
109 732 
350 1,978 


On the basis of the cited differences in costs and transportation charges, ap- 
proximately 18 to 19 million dollars additional would be required to furnish 
the programed trucks from United States procurement instead of purchasing 
them in Japan. 

The vehicles proposed for procurement in Japan are modified versions of 
World War II-type military vehicles. The World War II-type military vehicle 
is no longer in production in the United States. Retooling for the quantity 
envisioned in the MAP for the Far East could raise costs per vehicle produced 
in the United States above that shown herein. 

The type of vehicle in current production in the United States or in United 
States stocks is not compatible with vehicles already in the Far Bast. There 
will be a residual number of United States produced World War II vehicles re- 
maining in the Far East, after procurement of the Japanese vehicles, which 
must be supported by the United States. To introduce another United States- 
produced vehicle into the Far East vehicle fleet would complicate MAP mainte- 
nance training, spare parts support, and further increase requirements for funds. 
The United States Commander in Chief, Pacific, has determined, for military 
reasons, that it would be undesirable to furnish the Far East indigenous forces 
with current United States military-type vehicles. 

Another aspect of the proposed program for procurement of these vehicles in 
Japan is to encourage Japanese industrial capability to produce the most desir- 
able types of military vehicles for the Far East. This is advantageous because 
the source of supply is relatively near to the users and eventually some of the 
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Far East countries may be able to purchase vehicles or maintenance items in 
Japan with their own currencies. This is particularly important for vehicle 
spare parts. Furthermore, it is the hope of the United States that certain types 
of equipment can be furnished to Japan on a sales basis with the Japanese pay- 
ing in yen even though they cannot in dollars. The yen proceeds can then be 
devoted by the United States to procurement in Japan of required military 
equipment such as motor vehicles. 


EFFECT ON JAPAN IF OFFSHORE PROCUREMENT CEASED 


Senator Futsricur. If this procurement was switched to the United 
States, would there be a corresponding decrease in Japanese buying in 
the United States of other articles? 

Secretary McExroy. I think that would have to be taken into ac- 
count in the overall balance of trade, but I would say it would be indi- 
cated that any reduction in our purchasing in Japan would have some 
adverse influence on the ability of Japan to buy from us. 

Senator Fursrieur. In other words, does Japan use the dollars 
that are earned through this vehicle program to pay for imports from 
the United States or to increase its foreign exchange reserves ? 

You have indicated your answer. There has been criticism of off- 
shore procurement, and I believe you indicated you felt that even 
though you do not buy these vehicles here, and buy them in Japan, 
the Japanese in turn will buy something else from us. It may not 
be vehicles but it will be some other commodity such as cotton or soap 
or something else for the purchase of which dollars are needed; isn’t 
that right ? 

Secretary McEtroy. You touch me in a sensitive spot there, at least 
before I came down here. It is a fundamental, as you well know, of 
international trade that there has got to be some interchange or the 
flow cannot continue. 


RELATION OF OFFSHORE PROCUREMENT TO UNITED STATES TRADE 


Senator Futsricut. That is all I wanted to point out. There is a 
en misunderstanding about the nature of international trade, and 

think we should take every opportunity we can to try to make it 
clear, that these dollars inevitably will and must in some transactions 
return to the United States and generate some purchase. We must 
make it clear that because we buy vehicles in Japan in the first 
instance does not mean that we have lost all benefit of that particular 
transaction. It will generate another transaction by the Japanese; 
will it not? Don’t you believe that to be the fact ? 

Secretary McEtroy. I believe that as a matter of international 
trade. It need not necessarily immediately take place between Japan 
and the United States. It might go around in a circle through olier 
countries. 

Senator Futsricur. That is true but it still will be the source of a 
purchase, wouldn't it? 

Secretary McExroy. I would think it would, yes. 

Senator Futsrienr. And it does not mean any net decrease in the 
business of the United States? 

Secretary McEtroy. It should not. 

Senator Fursrieut. It does not unless they just take those dollars 
and dump them in the ocean, which they are not likely to do. 
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Secretary McExroy. The only thing I am holding forth here, 
Senator, is again as you well know international trade is not simply 
a bilateral affair. 

Senator Fursricut. Oh, yes, it certainly can be triangular, but 
in either case the dollar still comes back to the United States. 

Secretary McEtroy. That is right. 

Senator Mosammnets The difference would be merely one of timing. 

Secretary McEtroy. We must over a period of time expend in 
order for people to be able to buy from us. 


MAKING A STRONG CASE 


Senator Futsricur. I might invite your observation. You know 
last year this committee and the Senate gave the administration 
almost exactly what they recommended. I have cited one instance. 
The bill was very drastically changed in the House. I wonder if 
you and your colleagues in the sascain have any plans to 
present your case more forcibly to the House of Representatives this 

ear? 

: Secretary McEtroy. We have been before the House Foreign Af- 
fairs Committee, and the only thing I think I can say is I believe 
that the administration’s position is organized better this year. I 
was not here last year, as you well know. But the designation of 
Mr. Dillon as a Deputy Under Secretary to help organize this and 
other programs of this nature for the administration in my opinion 
has resulted in a better organization of the presentation of the pro- 
gram, and I think will be of great assistance. 

Senator Fu.sricur. Personally, I did not think the administra- 


tion did its fair share in the effort to get the other body to accept 
its program last year. It gets to be rather a burden to some of us. 
You know this laboring for ea affairs is not a thing that is 


particularly popular back home. I certainly think we are entitled 
to a little greater effort on the administration’s part this year. 
Secretary McEtroy. We take this seriously, Senator. 
Senator Futsricut. That is all, Mr. Chairman. 
The Cuarrman. Mr. Smith, have you any questions ? 
Senator Smiru. Thank you, Mr. Chairman. 


NUMBER OF NATO DIVISIONS 


I have a few questions. My first one is this, Mr. Secretary: On 
the bottom of page 2 you say: 

The importance of these units is illustrated by the fact that while there are 
5 United States divisions in Europe, there are over 30 Allied divisions— 


And so on. 

Now I understood at the last NATO conference that NATO had 
only about 16 or 17 divisions. Can you correct me on that? 

Secretary McExroy. I would like to waive that one, if I may, to 
General Twining. 

General Twintnc. Mr. McElroy in his statement was not referrin 
specifically to NATO divisions. I would prefer to discuss NATC 
force goals in executive session, although I believe General Norstad 
will clear this up for the committee. 
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The statement he made is correct. 

Senator Smirn. Which statement? The statement at the bottom 
of page 2 or my statement of 16 or 17 NATO divisions? I am not 
clear yet as to the right figure. 

General Twrntnc. The 30 divisions. 

Senator Smiru. Thirty is correct? 

General Twininc. Yes, sir. 

Senator Smiru. And does that include the Turkish contribution ? 
It says there are 20 Turkish divisions. 

General Twintnc. The Turkish divisions are not included in the 
“over 30 Allied divisions” figure given by Mr. McElroy. 


RELATION OF DEFENSE SUPPORT TO MILITARY ASSISTANCE 


Senator Smrru. The next question I want to ask has to do with mili- 
tary assistance and defense support. I am quoting from a memoran- 
dum we have prepared here by our staff and referring to the 
presentation book. 

The program this year again changes the concept of defense sup- 
port. The presentation book defines defense support as— 
that economic assistance which is required, in addition to military assistance, in 
order to secure a specific contribution to the common defense by another country 
in which United States military aid is helping to support significant military 
forces. 

This is narrower than last year’s concept when defense support was 
not limited to countries in which the United States was helping to 
support significant military forces. 

e presentation book says the new concept— 


is in general accord with the recommendations which were made last year in the 
report of the Senate Foreign Relations Committee. 


That report, however, said defense support should be limited— 


to that aid which is specifically designed to sustain or increase the military effort 
of the recipient country. 

The report recognized that additional economic assistance would be 
desirable for certain countries, but it said : 

This additional aid must be clearly justified and labeled for what it is. It can 
no longer masquerade as defense support. 

That was in our report. The Foreign Relations Committee last year 
tied defense support directly to military forces. The presentation 
book’s definition this year ties it to “a specific contribution to the 
common defense,” and besides the maintenance of military forces, this 
may include the furnishing of military facilities for United States or 
other allied use, or the country’s continued acceptance of certain mili- 
tary risks, obligations, or responsibilities. 

In this connection, it is pertinent to note that the Senate Special 
Committee To Study the Foreign Aid Program last year, our special 
committee, concluded that the concept of defense support should be 
abandoned, and that all economic-type aid, other than that on a loan 
basis, be Jumped together as supporting assistance. I am stressing 
supporting assistance. 

y question is this: Will not the concept of defense support em- 
bodied in the presentation book this year result again in continued 
confusion and criticism such as that which the House raised ? 
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Would the administration object to a consolidation of the words 
“defense support” and “special assistance ?” 

I am trying to get this clear because the defense support item has 
always caused us a ‘lot of trouble. 

Secretary McIirroy. Inasmuch as this is a part of the peoeeee 
which is coordinated and really directed by the State Department, 1 
seems to me that this is one that should be directed to the State De- 
partment representatives when they come up. Whether these should 
be lumped together is a matter it seems to me for them to advise rather 
than for ourselves. We are really functioning to support that part of 
the program in general, but in specific we are not regarded as the 
people that have that responsibility, Senator Smith, and we really are 
not prepared to answer your question. 

Senator Smrru. I will reserve that then for the State Department 
people when they come before us. 

You do not want to go into any of the defense support issue then ? 

Secretary McErroy. 7 beg your pardon, sir? 


PURPOSE OF DEFENSE SUPPORT 


Senator Smiru. You do not want to cover the defense support ques- 
tion at all? 

Secretary McExroy. We do not want to talk except in general terms 
about defense support. We know, of course, about defense support, 
and we are in accord with it as a means of helping to balance out the 
economy for those countries which are asked under our military-force 
requirement to undertake a degree of military preparation which their 
economies cannot support over a period of time. 

So we regard defense support as a matter of importance to us, but 
it is considered just as you have suggested here, as a part of economic 
and political support under the mutual security program, which is 
a part of that program which is under the direction of the Department 
of State. 

As I say, our position is one of supporting it, but we have no specific 
responsibility therefor. 

Senator Smirn. I don’t know whether you or the State Department 
could answer this question. 

The presentation books says the contribution Ww hich defense support 

“is intended to elicit from the reci ipient country” may include, among 
other things, active participation 1, or copper ration with, a collective 
security organizaton such as NATO, SEATO, or the Baghdad Pact, 
or the acceptance of missile bases, or the stockpiling of atomic weapons 
within its territory. 

In other words, in granting defense support do you ask for a quid 
pro quo? Does not this appr oach lend itself to the charge that defense 
support is a payoff for political cooperation? Do you know if there 
is any trading back and forth on that basis? I am not criticizing you, 
but the use of defences support has been criticized. 

Secretary McEtroy. We of course would have settled the question 
of the country having determined to go along toward the support of 
~ around-the-world military effort ‘before they would qualify, but 

I do not think that we in the Defense Department would have any- 
thing further to say about just how the amount of defense support, 
which is economic primarily in nature, would be established, because 
as I say, that is outside of our particular bailiwick. 
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THE MILITARY ASSISTANCE PROGRAM IN LATIN AMERICA 


Senator Smiru. I have 1 or 2 more questions that I would like to ask. 
How is military assistance to Latin America related to United States 
strategic planning? How can we insure that the arms that are sent to 
Latin America are used for hemispheric defense and not just for local 
civil wars? What is your opinion of the Costa Rican suggestion for 
regional disarmament? Can you comment on those questions ? 

ecretary McExroy. I am not familiar with that Costa Rican 
suggestion, but I can say to you, sir, that the program for Latin 
America, both Central and South America, is of course a very modest 
program and is primarily for the purpose of the maintenance of 
internal security and also a very modest preparation for defense 
against any incursion from offshore. I suppose the maintenance of 
internal security could be said to involve some of the internal con- 
flicts which seem to plague that part of the world, but it is important 
to this country that internal security should be maintained for the 
interests of our country militarily, and that is the reason that there is 
this very modest program down in that part of the world. 

Senator Smrru. I have always thought from my studies, that we 
really are more concerned with such things as technical assistance than 
we are with military assistance, because they are not militarily as 
much in need for defense as other parts of the world. But we have 
been criticized by some for our program. 

I have had South Americans ask me why do we discriminate in 
our military aid between South America and some countries in the 
Far East or in Europe. 

I think you have given the answer, but you might elaborate. 

Secretary McEtroy. The reason is, Senator Smith, that in our 
judgment the large threat is not there. The threat there in the judg- 
ment of our military advisers is in the area of internal security. 

That, of course, does not require large military equipment and large 
forces. It issimply to avoid subversion by a small but well-organized 
subversive nucleus, and it would be very unfortunate from the stand- 
point of our military position if a country were subverted in that 
manner. That is the reason we do have this limited program in the 
Central and South American countries. 

Senator Smrrn. Now another line. Maybe you do not desire to 
answer this question of security reasons. 


NUCLEAR WEAPONS 


To what extent are we planning to send nuclear arms, both stra- 
tegic and tactical, overseas? Do the figures that you have submitted 
to us for this year include strategic and tactical nuclear weapons? 

Secretary McEtroy. Of course you are talking about the weapons 
without the nuclear components. That we could discuss. The 
nuclear components, of course, always remain in our custody and are 
our property, so of course the nuclear components would not become 
the property of any other country, and would not be part of this 
program. 

Senator Smirn. We keep those here. You probably keep that in 
your overall defense budget as distinguished from military assistance. 

Secretary McExroy. That is correct. The nuclear components can- 
not by law be other than under our custody and remain our property. 
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Senator Smiru. This next question may be a State Department 
question. 


GREATER EXCHANGE OF INFORMATION AMONG NATO POWERS 


Is planning going forward for the greater exchange of information 
among our allied groups as was discussed in NATO and suggested 
at the SEATO conferences? 

Secretary McEtroy. I can answer that with respect to the military 
exchange and I can answer it affirmatively. The commitments made 
at the heads of government meeting last December in those areas 
primarily having to do with scientific interchange is proceeding and 
we think very encouragingly. There is also a program of interchange 
of weapons systems design looking toward the possibility of European 

roduction of certain of the advanced weapons for their own com- 
bined use. This has not been finally worked out, but we would hope 
that this would be done under the aegis of NATO so that there would 
be agreement on the part of most if not all NATO countries to use 
the same type of some of these modern weapons, and then split up 
among themselves the job of manufacturing them. 

We are prepared to give design information and other kinds of 
help in connection with that program, because it is in the interests 
of this country we think that our NATO partners should have the 
most modern armament possible, and at the same time that they should 
provide as much of that as they can on their own. So we are encour- 
aging and working very closely with them, and I am sure it will be 
a matter of further discussion at the meeting which I referred to 
earlier, that will take place next month at Paris. 

Senator Smirn. It would, of course, increase the cooperative spirit 
between ourselves and our NATO allies to share as much as we can 
this information. 

Secretary McExroy. I am sure that that would make for much 
better feeling all around, because I am sure that they would like to 
do more of these things themselves, just as we would like to have them 
do more of these things themselves. 

They do not like dependence on us to the degree that they are 
dependent on us, any more than some people in our country like to 
have this go on quite to the extent that it has gone on. 


EXTENT AND NATURE OF OFFSHORE PROCUREMENT 


Senator SmirH. In answer to a question by Senator Fulbright, you 
touched on the subject of offshore procurement and the dollar situa- 
tion. Let me ask you this question. Of the $1.8 billion requested 
for military assistance, how much will be spent for procurement in 
the United States and how much abroad? This presentation book 
apparently says about $4.1 million for offshore procurement and 
administrative expenses. 

What generally is the breakdown between offshore procurement 
and procurement in the United States? 

Secretary McExroy. My associate, Mr. Shuff, tells me that about 
$100 million of the total material is purchased offshore and the bal- 
ance is purchased in this country. 

Senator Smiru. There has been some discussion in the papers that 
we might help our employment at home and help this so-called reces- 
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sion, if we stopped some of that offshore procurement and bought 
at home. I am pretty sure it will be debated as to whether we should 
not limit the offshore procurement more and give more employment 
to our people here. 

Secretary McExroy. I would suggest that this question come up 
when Mr. Sprague is before you. 

We have detailed information about this $100 million. I can give 
you some of the types of things which make it almost essential that 
we purchase overseas certain seginents of this. 

For example, some of this equipment is foreign-type equipment 
which we are not set up to manufacture here at all, whereas the 
overseas plants are set up and tooled to do so. It would seem un- 
likely that we would want to try to tool up in this country to pro- 
duce strictly foreign-type equipment. That amounts to some 25 per- 
cent of the total. 

The balance covers procurement under cost-sharing programs; 
rocurement of items no longer used in the United States; and so 
orth; we can give you any detail that you want about that, but the 

principal point that I think could well be made here is that with 
exceptions here, which we can give you more detail about as you 
wish, which seem rather obviously to need to be manufactured over- 
seas, we are placing practically all of the orders for production of 
this equipment here in the United States. 

Senator Smuwu. Thank you very much. I think that will be 
helpful. 

The following information was subsequently furnished for the 
record :) 


Question. Of the $1.8 billion requested for military assistance how much will 
be spent for procurement in the United States and how much abroad? What 
generally is the breakdown between offshore procurement and procurement in 
the United States? 

Answer. The following is a summary of the OSP program for fiscal year 1959 


as presently planned : 
{In millions] 


. Procurement of items which must be foreign type (to support foreign 
equipment or because no United States sources exist) ~.-..-_-_- 
. Procurement where producing country shares substantial part of cost_ 19. 


— 


Seep O 


Paes OP 





2 
3. Procurement of items no longer used in United States (World War II 
Se REI edi etree a eb mms se eed. ee 
4. Overhaul to save transportation and to create local capability for fu- 
I eT Oe ae NS eee ee oe 
5. Procurement of items at substantially lower cost to the United States_. 6.2 
ec ci ricib igs Sa See 6.9 
Na aa et aaa 8 athe nh eee de Dacre seal pica ore ee ae taes ete 99. 2 
Mr. Chairman, I think somebody else is entitled to ask a few 
questions. . 
The Cuatrman. Senator Mansfield, do you have any questions to 
“alt 
USK ¢ 


Senator Mansrienp. Yes, Mr. Chairman. 
PAST NATO FORCE GOALS 


Mr. Secretary, what were the force goals for NATO at the time 
of the Lisbon meeting in December 1952/ That was long before your 
time. 
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Secretary McE.roy. Maybe General Twining or Secretary Sprague 
would be prepared to answer. 

They were higher than they are today. 

Senator Mansrretp. Could General Twining answer that? Wasn’t 
it 90 divisions for the NATO countries? 

General Twintne. I am not sure, sir. I would like to check that. 

Secretary McExroy. You may have the figures. Do you, sir? _ 

Senator Mansrrevp. No, I am speaking from memory but that is 
subject to correction. That is why I would like to see the figures 
in the record. 

Secretary McExroy. I thought it was higher than that, sir. 

Senator Mansrrevp. The final goal was 92 divisions, but I may be 
wrong, 

Did that include at that time the divisions to be furnished by 
Greece and ‘Turkey ¢ 

General Twrninc. It included all the then members of NATO. 

Senator Mansrreip. My colleague, the Senator from Louisiana, 
indicates that at that time Greece and Turkey may not have been 
members of NATO. 

General Twrntne. That is right, I said the number of divisions 
would include all the member nations of NATO at the time. 

Senator Mansrrevp. At the time, yes, and I assume that that would 
include Greece and Turkey, but my colleague has corrected me. 


COMPARISON WITH PRESENT FORCE GOALS 


If that is true and that figure did not include Greece and Turkey, 
outside of those two countries how many divisions have the other 
NATO countries ready to become a part of any NATO operation? 

Secretary McEiroy. You are asking how do we stand among those 
same NATO countries in relationship to the 1952 objectives that were 
then set ? 

Senator Mansrievp. That is correct, Mr. Secretary. 

General Twrininc. I am sure that the other countries’ levels have 
come down. I cannot say for sure but I think the United States 
originally was going to furnish more than five divisions, for example. 

We now have five, as you know. 

Secretary McEnroy. Senator Mansfield asked if we would submit 
that also for the record. 

General Twintne. Yes, sir, we will furnish that to the committee, 
Senator, as classified material. 

(The information furnished is classified and is in the committee’s 
files.) 

Secretary McExroy. It is my understanding that our original con- 
tribution was to be six divisions. 

General Twintna. That is correct. 

Secreary McExtroy. Where we only have five at the present time. 

General Twinine. That is correct. 

Senator Mansrievp. Is is my present understanding—and I am 
just seeking information on this point—that at the present time our 
NATO allies in Western Europe, exclusive of Greece and Turkey, 
have somewhere near the number of 15 to 20 divisions which are to 
be _ to the North Atlantic Treaty Organization. Is that cor- 
rect 
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General Twintne. I think that is generally correct, but I would 
like to put it in the record for you, sir, to make sure. 


CONTINUING AUTHORIZATION FOR MILITARY ASSISTANCE 
AND DEFENSE SUPPORT 


Senator Mansrtevp. Fine. 

A statement has been made by the Senator from Arkansas to the 
effect that he was a little bit disturbed that the administration did 
not again this year ask that military assistance and defense support 
be separated from economic aid and be incorporated in the Defense 
Department budget. 

1 am wholeheartedly in favor of the statement made by the Senator 
from Arkansas, and it is my intention to offer an amendment to carry 
out what the administration advocated last year and what I under- 
stand is still its feeling this year, namely, that military assistance 
and defense support be included in the defense budget. 

Am I correct in recalling that the statement has been made time 
and again over the past several years that $1 spent in military as- 
sistance and defense support for our allies is the equivalent of $6 
which would otherwise have had to be allocated in our own defense 
budget. 

Secretary McEtroy. I do not know whether that is the ratio. I 
do know this: That we believe that if we did not spend the money 
that our country does spend in the military assistance manner, we 
would have to spend considerably larger sums to provide something 
of the same force levels through our own resources in addition to 
the unhappy necessity of using more of our own people. 

Senator Mansrtetp. Mr. Secretary, would you have some of your 
people produce a ratio figure for incorporation in the record ? 

Secretary McE troy. Senator Mansfield, we will come as close as 
as we can. 

Senator Mansrievp. Fine. 

It is just an estimate, at best, I know. 

Secretary McExroy. Yes. 

Senator Mansriecp. But make it as careful as you can. 

(The following information was subsequently submitted for the 
record :) 

Question. Am I correct in recalling that the statement had been made time and 
again over the past several years that $1 spent in military assistance and defense 
support for our allies is the equivalent of $6 which would otherwise have had 
to be allocated in our own defense budget? Would you have some of your people 
produce a ratio figure for incorporation in the record ? 

Answer. This is a very difficult question to answer and I hesitate to attempt to 
provide an answer in dollars. I think that possibly the question is based upon 
testimony in the past to the effect that for every dollar we spend on MAP, our 
allies spend $5 of their own resources for defense. In any event, the military 
assistance program makes a real contribution to the security of the United 
States. General Twining stated before the House Foreign Affairs Committee 
that without the military assistance program and the military strength that it 
adds to our own forces in men, materiel, and bases a whole new military strategy 
would have to be devised which would almost inevitably be of the fortress America 
type. He further stated that not only would such a military strategy cost a 
great deal more money but even with the additional United States expenditures 
he could not guarantee the same amount of security which our mutual security 
system now affords us. 
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EFFECT OF CONGRESS’ REDUCTION OF PRESIDENT’S 1957 REQUEST 


Senator Mansrievp. Last year the President requested $1,900 mil- 
lion for military assistance. 

The Appropriations Committee allowed $1,340 million, a reduction 
of $560 million in the field of military assistance. In defense support 
the administration asked for $900 million. It was allowed $689 mil- 
lion, a reduction of $211 million. 

Altogether the Congress reduced the President’s request in the fields 
of military assistance and defense support by a total of $771 million. 

Did that hamstring the program? Did this reduction have a dele- 
terious effect on the carry ing out of our objectives in these two fields? 

Secretary McEtroy. Senator Mansfield, we have of necessity had a 
reduced ability to contract for what we regarded as needed parts of the 
program as presented. I am taking some care in this answer because I 
think it is necessary to be sure that it is understood. 

The actual supplying of the goods that were contracted for during 
this fiscal year, of course, will not take place for about 18 months 
because that is the normal lead time; the effect will be an effect which 
will be delayed. But without any question the reduced ability to con- 
tract will result in reduced supplying of the needed goods in a period 
beginning about 18 months from now. 

We have—and Secretary Sprague and his assistants will shew you 
tomorrow—a chart which indicates the ways in which those reduc- 
tions have influenced our program. 

Senator Mansrretp. I will be looking forward to that chart with 
interest, because I find that in addition to a reduction of $771 million 
in the fields of military assistance and defense support, the total 
reduction last year was from an original request of $3,864,410,000 to 
be appropriated to a final figure of $2,768,760,000, which would indi- 
cate that the total program was cut by more than $1 billion. 

Did this reduction in any way make the aid program ineffective, or 
was it as effective as expected with the reduced figure which was 
finally allowed in the Appropriations Committee ? 

Mr. Secretary, I will leave that to Mr. Sprague, to answer when he 
appears before us, but I hope he takes cognizance of that question and 
will be prepared to answer it at the time. 

Secretary McExroy. He is prepared to do so, sir, and he is here now 
and will be extraprepared. 


NATO DIVISIONS IN ALGERIA 


Senator MansFrevp. Now, Mr. Secretary, getting back to these di- 
visions in Western Europe—exclusive of those in Greece and Turkey, 
which I understand at the present time have somewhere between 15 
and 20 divisions—how many of those divisions allocated to NATO by 
France are now in Algeria? 

General TwrntnG. Four of the NATO divisions are now in Algeria 
from France. 

Senator Mansrietp. And what is supposed to be the French con- 
tribution in divisions ? 

General Twintna. Six, I believe, sir. 

Senator Mansrretp. Algeria is considered a part of the NATO area? 
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General Twi1ntna. No, sir. 

Senator Mansriexp. It is not? 

General Twintne. Algeria, yes, sir; it is. 

Senator MansrFie.p. In other words, then, of the six divisions allo- 
cated to NATO, France has at the present time two-thirds of them in 
Algeria carrying on activities there ? 

General TwrntNa. That is correct. 


UNITED STATES MILITARY ADVISERS TO LATIN AMERICAN GOVERN MENTS 


Senator Mansrievp. Mr. Secretary, what do you think of the prac- 
tice of the United States military officers in Latin America acting as 
military advisers to foreign governments and receiving compensation 
from such governments in addition to their salaries, and at the same 
time acting as advisers to the United States Government as to how 
military aid should be given? 

Secretary McExroy. I am familiar with the fact that we do have 
military missions in these South American countries, and also the 
fact that they are paid as you describe, by the individual countries 
to whom they are accredited, and by this country. That I under- 
stand has been done by specific statute as authorized by Congress in 
the past. 

I am told, however, that these officers do not serve as regular MAAG 
officers, so that I am not quite clear on the point about their advising 
this country on the military assistance program except as I suppose 
we would ask any officer in a country that we were interested in to 
advise us informally. 

Are you saying that they are military assistance group equivalent ? 

Senator Mansrietp. I do not know that we have any military assist- 
ance advisory groups in Latin America, as such. 

Secretary McExroy. I don’t think so. 

Senator Mansrie.b. So far as I can recall, the military attachés and 
military missions are the ones who carry out the military assistance 
programs. 

Secretary McEtroy. That is true, sir, except in the Dominican 
Republic where we do have a MAAG,. Actually, the military attachés 
have little, if any, to do with the programs in Latin America. 

Senator Mansrievp. I was referring primarily to Latin America, 
but I gather from your reply that what I have referred to is carried 
on on a worldwide basis. 

IT hope that is not correct. 

Secretary McEtroy. No, I am talking of Latin America. I thought 
you were specifically referring to that. 

Senator Mansrrevp. I was. 

Secretary McEtroy. And my answer was intended also to refer to 
your question. 

Senator Mansrievp. I must apologize because I misunderstood, and 
I am glad the record was cleared up. We have to refer back to a law 
passed by the Congress in 1926, which can be found in title 10, United 
States Code, section 712, which provides, and I quote: 


(a) Upon the application of the country concerned, the President, whenever 
he considers it in the public interest, may detail members of the Army, Navy, Air 
Force, and Marine Corps to assist in military matters— 
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(1) any republic in North America, Central America, or South America ; 
(2) the Republic of Cuba, Haiti, or Santo Domingo; and 
(3) during a war or a declared national emergency, any other country 
that he considers it advisable to assist in the interest of national defense. 

(b) Subject to the prior approval of the Secretary of the military department 
concerned, and in addition to receiving his pay and allowances as a member of 
the Armed Forces, a member detailed under this section may accept from the 
country to which he is detailed any office and any compensation or emoluments 
thereof. He is entitled to credit for all service while so detailed, as if serving 
with the Armed Forces of the United States. 


Now I am a little bit disturbed about this additional compensation 
from the government to which the attaché is accredited, and I am a 
little bit. disturbed over the fact that he may accept any office, as well 
as any compensation or emoluments thereof. 

I wonder, Mr. Secretary, would you be willing to furnish the 
committee with information as to the amounts and kinds of extra 
compensation or other benefits received by United States military 
personnel from Latin American governments, and at the same time 
give the committee what information you can relative to that part of 
the code which would allow a member of a military mission to accept 
any office in these countries ? 

Secretary McEtroy. We will do so. 

Senator Mansrretp. I understand that. 

Secretary McE.roy. We will study it and go back. I think we 
should try to get an idea of just what was back of this or iginally, and 
in that way get some better understanding. 

We will also get you the factual information which you require. 

(The Defense Department subsequently submitted the following in- 
formation for the record :) 


Question. What do you think of the practice of United States military 
officers in Latin America acting as military advisers to foreign governments 
and receiving compensation from such governments in addition to their salaries, 
and at the same time acting as advisers to the United States Government as to 
how much military aid they should be given? 

Answer. In 1925, Congress authorized the sending of military and naval mis- 
sions to Latin America under Public Law 247, 69th Congress. This legislation 
was amended and extended by Public Law 56, 74th Congress (1935) and Public 
Law 722, 77th Congress (1942). Under the foregoing the United States has 
established military missions in the countries. 

The individual USAF, Army, and Navy missions operating in Latin America 
are not MAP organizations. However, the arrangements under which these 
separate missions function have been modified to permit mission personnel to 
perform MAP functions, with the agreement of the countries concerned. In 
this sense, one of the mission chiefs in each Latin American country where 
military assistance is being furnished has been designated as MAAG Chief to 
provide for a MAP channel of communication. 

The MAAG function was superimposed on the already established training and 
advisory functions provided for in the mission agreements, to obviate the cost 
and the duplication of effort and purpose which would otherwise arise. 

With the inauguration of the military assistance program in Latin America 
in 1951, the Department of Defense established separate military assistance 
advisory groups in Latin American countries for the purpose of handling its 
military assistance responsibilities in that area. In 1954, the question was raised 
as to why it was necessary to maintain both a military mission and a MAAG 
in the same country. The matter was reviewed and a policy decision was arrived 
at that the practice of maintaining separate MAAG’s in those Latin American 
countries where there already existed a military mission should be discon- 
tinued. Since 1956, therefore, MAAG’s in Latin American countries have been 
reduced to zero strength and their functions transferred to the military missions. 
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We believe that this policy decision is fully justified in terms of sound admin- 
istration and economy and presents no problem with respect to conflicting loyal- 
ties of the individual officers assigned to military missions in Latin American 
countries for the purpose of discharging military assistance duties. 

As has been noted, the United States statute (10 U. S. C. 712) under which the 
military missions are established permits the detail of United States military 
personnel and expressly provides that the officer may accept from the country 
to which he is detailed “any office or compensation or emoluments thereof.” 
While it is true that American military personnel so detailed receive emoluments 
from the foreign government to which accredited, and while in some cases the 
particular international agreement permits such personnel to enjoy the same 
prerogatives and perquisites which he would have if he were actually in the 
Armed Forces of the country, nevertheless, the agreements uniformly provide 
that the American officer is subject to rules and regulations of his own American 
service. To the best of my knowledge, no member of the United States military 
missions in Latin America holds any public office or civil-service office under the 
foreign government. The additional compensation and emoluments received from 
the foreign government depend on rank and cost of living in the particular 
country, and the rates were approved by the President in 1942. 

In my opinion, the existing arrangement in Latin America has worked satis- 
factorily and in no case that I know of has any personnel of the Armed Forces 
serving in such a capacity acted in any manner other than that believed to 
be in the best interest of the United States. 

A somewhat similar situation exists in Iran where the Chief of the Military 
Assistance Advisory Group is also Chief of the Army Mission. There is also 
a small mission in Liberia but this mission does not perform MAAG functions, 
there being no military assistance program in Liberia, and the members of 
the mission receive no compensation from the Liberian Government. 


(The following information was subsequently furnished for the 
record with a classified attachment which is in the committee’s files :) 


Question. Would you be willing to furnish the committee with information 
as to the amounts and kinds of extra compensation and other benefits received 
from the Latin American governments? 

Answer. We now have military assistance programs with 12 Latin American 
countries (Brazil, Chile, Colombia, Cuba, Dominican Republic, Ecuador, Guate- 
mala, Haiti, Honduras, Nicaragua, Peru, and Uruguay). In each of these 
countries, there was at the time of the commencement of military assistance an 
existing military mission with the exception of the Dominican Republic. In 
the Dominican Republic, there is a military assistance advisory group. In 
addition to the countries listed above, we have military missions but no MAAG’s 
with the following Latin American countries: Argentina, Bolivia, El Salvador, 
Panama, Paraguay, and Venezuela. 

Altogether, there are 584 American military personnel assigned to military 
missions or MAAG’s in Latin American countries. Of these, 404 are in countries 
in which we have a military assistance program. Of the above 584, 436 are 
accredited to respective governments and receive compensation therefrom. 

The compensation received from foreign governments under the above ar- 
rangements ranges from a maximum of $4,500 per annum to a minimum of $240 
per annum. It should be noted that in those casese where members of the United 
States Armed Forces are receiving compensation from foreign countries, station 
allowances are abated to the extent of the foreign compensation. Attached hereto 
for the committee’s consideration is a document showing the rates of compensa- 
tion as approved by the President in 1942. 

In addition to the authorized compensation shown in the attached chart, each 
individual receives from the host government, in place of the prerequisites he 
and his dependents would receive from the United States, medical care (which 
in most cases is far below the standards enjoyed by the service personnel and 
their dependents within the continental United States or in areas where medical 
facilities are run by the United States Armed Forces) ; commissary and post 
exchange privileges (which are almost nonexistent within the connotation of the 
words as used in United States terminology) ; leave; and, in a majority of cases 
(dependent upon financial ability of the country), payment of transportation, to 
include household effects, to and from the country. 
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PRESIDENTIAL REVIEW OF MILITARY AID TO LATIN AMERICA 


Senator Mansrietp. Now, Mr. Secretary, section 105 (b) (4) of the 
Mutual Security Act reads as follows: 

(4) Military assistance may be furnished to the other American Republics 
only in accordance with defense plans which shall have been found by the 
President to require the recipient nation to participate in missions important 
to the defense of the Western Hemisphere. 

The President has expressly reserved this function to himself, under 
Executive Order 10575. How often does the President review his 
findings under this section ? 

Secretary McExroy. This looks like one we had better provide for 
the record, if that is agreeable with you, Senator. 

Senator Mansrietp. That is fine, Mr. Secretary, and would you at 
the same time provide for the record when the last review was made? 

Secretary McExroy. Yes, sir. 

(The information referred to is printed in the appendix. ) 


MILITARY AID AND DISARMAMENT 


Senator Mansrretp. One last question. What would be the atti- 
tude of the Defense Department toward the insertion of a policy state- 
ment in the Mutual Security Act that military aid to Latin America 
shall be administered in such a way as to promote steps toward dis- 
armament in Latin America ? 

Secretary McExroy. I think that one requires some consideration. 
May we answer that one after some consideration of it, please, sir? 

Senator Mansriextp. Yes, indeed, Mr. Secretary. Thank you very 
much, Mr. Chairman. 

(The following information was subsequently submitted for inclu- 
sion in the record :) 

Question. What would be the attitude of the Department of Defense toward 
the insertion of a policy statement in the Mutual Security Act that aid to Latin 
America should be administered in such a way as to promote disarmament in 
Latin America? 

Answer. This is a broad question which should be considered in the light of 
requirements for national and hemisphere security and must be related to present 
world conditions. The Department of Defense is not opposed to disarmament, 
but in this instance would rather defer to the views of the Department of State. 
I would like to say, however, that we would be entirely agreeable to administer- 
ing the MAP in such a way as to promote and further any disarmament agreement 
which might be reached, either on a worldwide or a regional basis. I doubt 
that there is any need to amend the Mutual Security Act in this respect. 


AID TO REPUBLIC OF KOREA 


The CuarrmMan. Senator Knowland, have you any questions? 

Senator Knowtanp. No. I would merely like to ask the Secretary 
to provide for us, I imagine it will have to be provided in executive 
session, just what we have supplied the Republic of Korea forces 
in the way of modern equipment, post World War IT equipment, both 
in planes and for their ground forces. 

There has been some discussion that we have made representations 
to the Government of the Republic of Korea on the reduction of the 
size of their armed forces. I think some concern has been expressed 
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that that would perhaps be advisable, providing their firepower was 
not decreased. 

I would like this committee to have full information in regard to 
this. 

Secretary McEtroy. Some progress has already been made in this 
respect, Senator Knowland. The information, as you judge probably 
would be true, must be supplied to the committee on a classified basis. 
We will do so and, certainly, the general principles that you have 
described here as the basis for the phasing down of the Korean forces 
are correct, and our negotiation with the Republic of Korea has been 
on that basis. 

a (The information furnished is classified and is in the committee’s 
es.) 


AID TO YUGOSLAVIA 


Senator Knowtanp. Would you also supply the committee with 
the details of what remains in the military pipeline as far as Yugo- 
slavia is concerned ¢ 

Secretary McE roy. Any further military aid, you mean? 

Senator Know.anp. I understand there is nothing in this bill for 
new military equipment, but I want to have the full figures as to what 
remains in the pipeline. 

Secretary McExroy. I am told by my associates that there is nothing 
at all in the pipeline at this time. Perhaps you would like that in 
greater detail ? 

Senator Know.anp. Yes; please supply us information regarding 
that, and indicate whether any spare parts are involved. 

Secretary McEtroy. Any spare parts, of course, will be purchased 
by them with dollars, but if you would still like to have the informa- 
tion, we would be glad to supply it. 

Senator Knowianp. That is all. 

(The following information was subsequently submitted for the 
record :) 

Question. Would you supply the committee with the details of what remains 
in the military pipeline as far as Yugoslavia is concerned? 

Answer. Nothing remains in the pipeline for Yugoslavia. Grant aid was 
terminated and shipments to Yugoslavia were stopped in December 1957. Ma- 
teriel that remained in the MAP pipeline for Yugoslavia, reflected on page 92 
of the Europe book, is being diverted to meet similar MAP requirements else- 


where. There are still 6 Yugoslavs in the United States, who will complete 
a training course in June 1958. This training started prior to termination of 


aid. 
The Cuatrman. Mr. Long, do you have some questions ? 


COUNTRY-BY-COUNTRY COMMITMENTS TO NATO 


Senator Lone. Just a few. Mr. Secretary, will you provide for 
the record a statement, country by country, with regard to NATO 
commitments that were made, showing: (A) the amount of troops 
that each nation had when NATO started about 1949; (B) the amount 
that each country agreed to provide; (C) the amount that they have 
now; and (D) a statement showing the extent to which the agreed-on 
quantities of forces might have been reduced or factors that might 
have caused us to have need for either a greater or lesser troop level. 
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I can give you this note which details what I have in mind. 

Secretary McEtroy. We will be glad to do that, Senator. I would 
like to say in case it is not generally known to the committee, that 
General Norstad is coming over to testify to the committee. We will 
supply the information, but he also will be in a position to supply 
much of this information. 

Senator Lone. I would hope that we could get the information in 
some sort of chart or other intelligible form where we could look 
down the columns and see what each country was committed to do 
and the extent to which each country did what it agreed to do. 

Secretary McEtroy. It may be, Senator, that we can prepare this 
information and General Norstad may be able to supply it to you 
and elucidate it. 

Senator Lone. It is my impression that it is all a matter of record, 
and that you have the information. Someone could give it to us in 
a nutshell. 

Secretary McExiroy. Oh, yes, we can do this. We will be glad to. 


IRBM SQUADRONS ON BRITISH SOIL 


Senator Lone. I notice here that you are hopeful that we are going 
to implement our understanding with the British concerning inter- 
mediate range ballistic missile (IRBM) squadrons on British soil. 
Are you familiar with the protests presently in Britain, particularly 
by certain members of the Socialist Party, about the presence of our 
troops there / 

Secretary McE.roy. Yes, lam familiar with that. 

Senator Lone. And I assume that that is causing a considerable 
amount of concern in the Defense Department. 

Secretary McEtroy. We would prefer to have the situation other- 
wise, but we understand that this does not affect our agreement and 
are proceeding on the assumption that that is true. 

Senator Lone. Under the proposed arrangement, before anyone 
could fire an intermediate range ballistic missile (IRBM), it would be 
necessary to obtain 2 consents: 1, consent of the British; and 2, con- 
sent of the American troops to turn over the warhead. Is that 
correct ¢ 

Secretary McEtroy. We will be glad to discuss that, but this is a 
rather delicate subject which we would like to discuss in executive 
session if that is agreeable. 

Senator Lone. Fine, I will reserve my questions on that subject. 
I had a question along that line, but I will reserve it for executive 
session, if you prefer. 


DOLLARS GENERATED ABROAD BY UNITED STATES INSTALLATIONS 


Can you give me some indication of the amount of dollars generated 
in these foreign countries by virtue of our 250 installations in various 
places throughout the world ¢ 

Secretary McExroy. This is a statistic we do not have, but we will 
be glad to supply it. 

Senator Lone. I have seen certain estimates. For example, U. S. 
News & World Report, about a year ago, undertook to estimate the 
amount of dollars that were generated in these foreign countries, and 
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I believe they arrived at a figure somewhere between 4 and 5 billion 
dollars which represented American expenditures for maintaining 
bases, plus actual troop pay which was spent in the foreign countries. 

I would hope that you could supply that for us. 

Secretary McExtroy. Would you like us to consider the U. S. News 
& World Report article and more or less confirm or modify what fig- 
ures they have ? 

Senator Lona. I referred to their study as one place where some- 
body attempted to calculate it. 

Secretary McExroy. I see. 

Senator Lone. And I would like to know what your calculations are. 

Secretary McExroy. All right. 

Senator Lone. Because I can read theirs. 

Secretary McEtxroy. I only asked in connection with whether the 
same assumptions that they have made of the things which they have 
included would be your assumption also. 

Senator Lona. Yes, sir. I would like your reaction, though. I am 
not seeking my reasoning, I am seeking yours. 

Secretary McExroy. Good. 

(The following information was subsequently submitted for the 
record :) 

Question. Can you give me some indication of the amount of dollars generated 
in these foreign countries by virtue of our 250 installations in various places 
throughout the world? 

Answer. United States military expenditures abroad, including support of mili- 
tary bases, from military functions appropriations, amounted to approximately 
$2.3 billion in fiscal year 1957. This amount includes expenditures by United 
States military and civilian personnel stationed abroad and payments to local 
civilian personnel; construction for the use of United States forces overseas; 
procurement of materials, supplies and equipment; and payment for contractual 
Services, such as transportation of things, travel, communications, rents, and 
utilities. Data exclude expenditures from Mutual Security appropriations for 
military assistance program offshore procurement and NATO infrastructure. 

Senator Lone. Does this in a number of cases constitute indirect 
economic assistance to the countries concerned ? 

Secretary McExroy. I can answer that. I am sure it does. 

Senator Lone. I know there is some consideration being given to 
closing a defense base in Louisiana, and there is a grave alarm in 
Louisiana about that matter. I don’t know whether the people in 
a foreign country have had the experience of knowing what happens 
to their economy when one of these defense bases close down, but I 
guarantee you the folks in Louisiana know it. 

I just wonder whether in our foreign economic policy we are giving 
serious consideration to the impact of dollars expended in foreign 
countries as » result of our defense activities in those countries. 

Secretary McExroy. I can’t answer whether that is a factor taken 
into account by the State Department, but I can’t believe it is not. 


ADMINISTRATION OF DEFENSE SUPPORT 


Senator Lone. I believe you do have the responsibility for defense 
support. You are testifying for it. Is that administered by the 
State Department or by your group ? 

Secretary McExroy. No; it is administered by the State Depart- 
ment, Senator. 
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Senator Lone. The purpose of defense support is to help to main- 
tain the local economy so that that local economy can maintain a cer- 
tain level of troops, if I understand it. 

Secretary McE.roy. And a general military effort. 

Senator Lone. Yes? 

Secretary McExroy. That principle. 

Senator Lone. Would that include troop pay ? 

Secretary McExroy. It includes troop pay. It includes the fact 
that they are not available to be producing goods in the country. It 
is the general drag on the economy through the fact that these in- 
dividuals are not producing goods, but instead are serving as mili- 
tary. 

THE EXCHANGE RATE PROBLEM 


Senator Lone. Mr. Secretary. I have been somewhat concerned 
ever since our study of the program a‘year ago. We sent out a very 
able man, who had some experience in the Far East, to Vietnam, 
Cambodia, and Laos, to make a report. He said that we were sending 
commodities to those countries because we felt that to send cash would 
be inflationary, and that the commodities were needed for local 
exchange. 

His testimony was, if I recall correctly, that the piaster, for example, 
in Vietnam, was pegged at 30 to the American dollar, but that a free 
market at Hong Kong or almost anywhere else would exchange it at 
about a hundred to one instead of 30. He furthor testified that the 
Government in that country and governments in other countries 
would take our commodities and sell them for local currence y, which 
would then be used for the defense support by the Government. Ten 
thousand merchants in Vietnam, for example, applied. Only 2,000 
were licensed to handle this transaction. 

If I understand correctly, those merchants remitted to their Govern- 
ments on the pegged ratio rather than on what they actually received 
for those commodities, 

Now, that sounded to me as though that was not the best way to han- 
dle the program. ‘This witness testified that he could not find a single 
soul in Vice that thought that practice should be continued. 

Frankly, it gave me the impression that the politicians were getting 
$180 million, and the public was getting the other $60 million. It 
might be better if you reversed it so that “what the public was getting 
was what the politicians were getting, and the politicians were vetting 
the part that the public was getting. 

In any event, it would seem to me that that recommendation of the 
study committee should be carried out, and that we should get our 

value received for these commodities, not for our benefit but for the 
effectiveness of the program itself. 

This committee having recommended that the practice should be 
stopped, did not follow through, and I don’t believe the administration 
followed through on that recommendation. 

It occurs to me that if this Government would undertake to license 
the merchants who handle that transaction, we could stop all that, 
rather than having the foreign government license those merchants. 
JT would be curious to know what your reaction to that situation is. 

Secretary McEtroy. I have no facts on it, Senator Long. As Ihave 
indicated, this is a part of the program which is not our obligation to 
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administer. For that reason, I am at a considerable loss to be able 
to comment at all. 

I am, of course against any kind of use of these funds which simply 
leads to corrupt diversion of these funds into private hands, and I 
am sure that that would be equally true as a statement by the people 
who are responsible, who are the people in the State Department. 
But outside of that sort of general comment, this is something which 
I think is out of my bailiwick, and I had better stay away from it. 

Senator Lone. I would hope that you would give some thought to 
this matter, because you do have a considerable connection with the 
program. If we are going to spend the money over there, I would 
like to see us get the best results from it. 

Secretary McExnroy. I certainly agree with you on that, and I will 
take note of this. We do have steady contact with the ICA and the 
Department of State which is responsible for the ICA program over- 
all, and if it is agreeable to you, we will raise this question with them. 


DO FOREIGN AID EXPENDITURES REDUCE DEFENSE EXPENDITURES ? 


Senator Lone. Right. Now, you have made the statement that 
these foreign aid expenditures reduce our essential defense expendi- 
tures. 

I assume you recall that General Bradley, as Chairman of the Joint 
Chiefs of Staff, used to testify to the contrary, that he could not dem- 
onstrate where our defense requirements were at all reduced by the 
aid that we were giving to foreign countries. Are you familiar with 
that ? 

Secretary McEtroy. No, I am not. I have tremendous respect for 
General Bradley, and as you may know, he has been generous enough 
of his time to serve as one of my consultants as we are trying to de- 
velop a program for improvement of organization in the Department 
of Defense. So there is nothing that I would say that would be 
negative about General Bradley. I can only say that our present 
view is quite solid that this is a means by which our direct expendi- 
tures—let’s say it in reverse. If we do not do this, our direct expendi- 
tures would have to be increased. 


MILITARY COMMITMENTS 


Senator Lone. Do you recognize the possibility that this Nation 
may be compelled to fight alone without the support of allies? 

Secretary McExroy. I don’t know quite what you are referring to 
there, unless it is the possibility of a war which is so quickly devastat- 
ing that there won’t be much contact between nations for quite a 
period of time after it happens. 

Otherwise, I don’t quite visualize the possibility. 

Senator Lone. Suppose we became engaged with the Chinese Com- 
munist Government in the fight over Formosa, and the Russians came 
to the aid of the Chinese. Do you know of anyone aside from Chiang 
who would be committed to go to war with us if that happened ? 

Secretary McExroy. I don’t think I am prepared to answer that 
one. I think there would be a good many discussions going on in con- 
nection with a thing of that sort. 
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Senator Lone. I would certainly hope that after we have given those 
people $100 billion, they would be willing to talk to us if we got in- 
volved in a situation like that. 

Secretary McErroy. Which are you talking about? 

Senator Lone. In the event that this country became involved. 

Secretary McExtroy. Which country are you talking about? 

Senator Lone. I have in mind every one of them to whom we have 
either given Marshall plan support or to whom we have given eco- 
nomic or military aid. 

Secretary McEtroy. These agreements, of course, do not completely 
overlap. The kind of think you are talking about, I presume, would 
be a matter for United Nations consideration, and that is whatI tried 
to indicate when I said I think there would be a great deal of con- 
sulting here which would be in the entire area of the free world. 

Senator Lona. Mr. Secretary, I know what our intentions are. 

Secretary McEtroy. Sure. 

Senator Lone. I know what your intentions are. 

Secretary McEtroy. Yes. 

Senator Lone. It is our intention to honor every one of these com- 
mitments we have made. 

Secretary McEnroy. That is correct. 

Senator Lone. And as far as we are concerned, that means going to 
war if necessary to uphold these commitments. I have some doubts 
as to whether some of our allies are going to have quite the same in- 
tentions that we have about the matter. I do think in fairness that we 
must recognize that there are situations under which our allies are not 
at all committed to fight, where we might be compelled to fight alone— 
for example, like the ‘situation that could occur over Formosa or other 
places. ‘That is why it always seems to me that no matter how we 
operate, we must keep in mind that as much as we want to have help, 
and we are certainly going to seek all we can get, that this Nation 
must always be able to fight successfully in its own defense, come 
what may. 

FREE WORLD DETERRENT STRENGTH 


Secretary McE.roy. We think we have the basic deterrent strength 
that exists in the world today. We are confident that that is true. I 
am talking now of the deterrent strength in the free world. We are 
glad to have that which exists in the hands of our allies, and we hope 
that their deterrent strength becomes greater. 

Moreover, we think that the deterrent strength in the free world con- 
sists not only of your ability to destroy your opponent, but also your 
ability to resist him in other w ays in w hich he may want to press against 

ou, to a point where ultimately you might have to resort to the extreme 
Lind of warfare. 

So to that degree, we are thinking, Senator, of the program by which 
we are encouraging our allies to build up their forces and helping to 
equip them and to establish improved morale which constitutes, along 
with everything else that we are doing, a buildup which overall 
represents the deterrent. 

Now then, I think you are right. I think any time you get out- 
side of your own country and your own forces, you don’t have the same 
control over them that you do over vour own. A different nationality 
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comes into being and it has its own sovereignty, but we have confidence 
in our allies and I think one of the great things about this program 
from our standpoint is that with the program having g proceeded over a 
period of years, it has helped build up that sort of confidence on their 
part in us, and vice versa. 

Senator Lone. I was just attempting to point out what seems to me 
would have been General Bradley’s reasoning. 

Secretary McExroy. I see. 

Senator Lone. He was here testifying 4 years ago that he could 
not reduce the essential defense expenditures of this Nation based 
upon the expenditures that we were making in these foreign coun- 
tries. I assume that General Bradley was thinking that conceivably 
you might have circumstances when you might be ‘compelled to fight 
unassisted—and if that should happen, that you should have sufficient 
strength so that you could defend yourself successfully. Those are all 
the questions I have, Mr. Secretary. 

Secretary McEtroy. Thank you. 

Senator Mansrtetp. Mr. Chairman, could I ask a question? 

The Cuarrman. Yes, certainly. 


UNREALISTIC EXCHANGE RATES 


Senator Mansrrevp. Mr. Chairman, I was interested in what Sen- 
ator Long had to say about the exchange rate for money expended in 
Vietnam and the other states of Indochina, Laos, and Cambodia, and 
perhaps in other parts of the world as well. Senator Long is correct 
when he brings out the fact again that a special mission sent by this 
committee to Southeast Asia, headed by Mr. Clement Johnston, I be- 
lieve, a former president of the United States Chamber of Commerce, 
came back and emphasized this particular monetary situation which 
had been emphasized in this committee for several years before that 
time. I realize that the Secretary hasn’t been in office long enough to 
become aware of all of the intricacies connected with a program of 
this kind. I would like to request of Secretary Sprague that he fur- 
nish this committee a statement as to what has been done in the way of 
bringing about a lessening of this unrealistic rate of exchange of 
35 piasters to one American dollar in Vietnam. I think the same ap- 
plies to Laos, and perhaps Cambodia. The free market rate goes 
beyond what the Senator from Louisiana has said, I believe, and has 
risen to 135 and 140 piasters for one dollar in Hong Kong and other 
free market areas. 

I would like the committee, if I may, Mr. Chairman, to have that 
information, and also information as to whether or not we are still 
paying the wages and the family allowances of the Laotian Army. 
If we are, are we following the same procedure in other areas? I 
think it is vitally important that we have a true picture of the mili- 
tary assistance and defense support programs. 

I mentioned the Southeast Asia area because it has been brought 
into the discussion. I think that it may apply to other parts of 
the Orient and Middle East as well, and I think it would be in the 
interests of the committee and the American people to see what is 
being done along the lines of questions I have raised. 
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So, Secretary Sprague, if you could furnish that information we 
would like to have it. 

Secretary McEtroy. I will ask Secretary Sprague to be prepared 
to talk on that with the committee tomorrow if that is the time that 
you want to have Secretary Sprague here. And also if at that time 
the detail is not adequate, we will supply in written form a supple- 
ment to that. 

Senator Mansrietp. Thank you. 

(The following information concerning the Laotian Army was sub- 
sequently submitted for the record :) 


Question. Are we still providing troop pay and family allowances of the 
Laotian Army? If we are, are we following the same procedure in other areas? 

Answer. A portion of United States assistance to Laos is for the purpose of 
paying troops, including family allowances. In other countries the situation is 
quite different: In such countries United States assistance is not for the purpose 
of supporting troop pay and family allowances. Such assistance rather is intend- 
ed to help the receviing country to import the commodities and services needed by 
its economy in order to sustain the desired level of military activity or otherwise 
to make it possible for the country to make the contribution to the common 
defense which is the purpose of defense support. In such countries, however, 
local currencies resulting from the importation of the goods and services are 
deposited either in an account belonging to such countries or, in the case of sur- 
plus agricultural commodities, in an account owned by the United States. A 
portion of such local currencies is attributed to the support of the defense budget 
in such countries. Beyond the contribution to the defense budget it is frequently 
not useful to carry the attribution to the exact uses of such local currency. How- 
ever, it would not be inaccurate and in some cases, such as Vietnam, it is quite 
clearly accurate to say that a portion of the contribution to the defense budget 
may find its way into troop pay and family allowances. Such countries include 
Cambodia, Vietnam, Korea, Greece, Pakistan, and Turkey. 

In addition, a contribution is made to the support of the general budget of 
Jordan as a result of which it would be reasonable to assume that some of this 
contribution might find its way into troop pay and family allowances. 


(The following information on unrealistic rates of exchange in Viet- 
nam was subsequently submitted for the record :) 


Question. What has been done under the military assistance program, the 
defense support, or the economic assistance program in the way of lessening of 
the unrealistic rate of exchange of 35 piasters to one American dollar in 
Vietnam? 

Answer. The military assistance program is not affected by the rate of ex- 
change because we provide military equipment in the form of items, and not in 
eash for equipment to be procured by the Vietnamese. The Department of State 
and ICA are directly interested in these problems and can give you more detailed 
answers concerning the defense support and the economic assistance programs. 
It is my understanding that we have made progress in that the Vietnamese are 
levying a rather substantial import tax on items being financed with United 
States aid, which results in a more realistic effective exchange rate and also 
prevents windfall profits. ICA and the Department of State can give you more 
information on this. 


The Cuarrman. Mr. Secretary, you have been very patient. We 
thank you very much not only for all the testimony you have given 
here but for that which you have undertaken to supply. The sooner 
you can do the other and do it well, the happier we will be to hear 
from you. 

Secretary McEtroy. May I then, please, Mr. Chairman, thank the 
committee for its courtesy ? 
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STATEMENT OF GENERAL NATHAN F, TWINING, CHAIRMAN, JOINT CHIEFS 
OF STAFF 


The Cuarrman. Our second witness will be Gen. Nathan F. Twin- 
ing, chairman of the Joint Chiefs of Staff. General, we will be glad 
to have you proceed in your own way. 

General T'wirntne. Mr. Chairman, as you know I appeared before 
this committee in executive session a couple of weeks ago and gave 
considerable testimony on this very same subject that we are discuss- 
ing this morning. 

I do not have a written statement, a prepared statement this morn- 
ing. However, I would like to tell the committee members again 
what I said to them the other day. I consider the military assistance 
program most necessary and essential to the security of not only our 
own country but the free world. ‘That is all I have to say. I will be 
glad to answer any questions. 

The Cuatrman. You agree, I take it, with what the Secretary has 
told us? 

General Twinrne. Yes, sir. 

I certainly want to say that I concur in everything he said. 


ADEQUACY OF UNITED STATES FORCES 


The Cuarrman. Then I will limit myself to a few supplementary 
questions. Are you satisfied with the capability of the United States 
forces to meet our worldwide commitments in possible local conflicts 
as well as in global war? 

General Twin1nc. Our forces are austere, but I feel in answer to 
your question that we can meet our commitments with the present 
size of our forces. 

The Cuarrman. What do you believe our policy should be in con- 
nection with these local conflicts ? 

General Twrnrnea. I think our main objectives, of course, are to 
deter all wars, prevent any war, If a local conflict should be forced 
on us, we must stop it very quickly to “seine its spreading into a big 
war. I feel we have the forces to take care of the local or limited 
type of war situation. 

The CuHarrMAN. You are Satisfied with the situation at present in 
relation to this matter I am questioning you about 4 

General Twrntnec. To that I can say “Yes, sir.” 

The Cuatrman. Have our manpower cutbacks in our own forces 
contributed to a tendency among our Allies to make cutbacks also ? 

General Twrnina. I do not believe so. While the evidence is not 
conclusive, I do not believe that our reductions have been instrumental 
in causing them to reduce; no, sir. 

The Cuarrman. There have been no such repercussions ? 

General Twin1na. No, sir. 


MILITARY ASSISTANCE AND THE NATIONAL DEFENSE 


The CuatrMan. Do you believe that the one and eight-tenths billion 
dollars in this bill can better be spent on helping build up Allied forces 
than United States forces ? 
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General Twintna. I feel that the money spent for this program we 
are discussing this morning is very well spent and is very necessary. 
For most of it I think we can get a terrific return in security. 

The Cuarrman. Then I assume that your answer to this would be 
“Vas.” 

Have the Joint Chiefs of Staff concluded that the military assist- 
ance program serves to promote our own defense? 

General Twintne. Yes, sir. They would agree to that, yes. 

The Cuamman. That is one of its main purposes, I take it? 

General Twinina. That is right. 

The Cuarrman. Have you any questions, Senator Smith? 

Senator Smiru. This is sort of an overall question, General, and 
I think I know how you are going to answer it, 

Suppose this bill was turned down or drastic ally cut. Would that 
be a critical threat to the security of the United States? 

General Twrntna. Yes, I think it would be very serious to cut this 
bill by any appreciable amount at all. 

Senator Smiru. You are speaking, of course, of the military side? 

General Twintna. I am talking to the military side now, yes. 

Senator Smirn. To the military side ? 

General Twrntna. Yes, sir. 

Senator Sara. Thank you. That isall I wanted to ask. 

The CuatrMAn. Have you any questions of the General ? 

Senator Mansrieip. No questions. 

The Cuarrman. Thank you very much, General. 

General Twining. You’re welcome, sir. I am very happy to have 
been here, Senator Green. 


SCHEDULED HEARINGS 


The Cuairman. Before adjourning, I wish to make certain an- 
nouncements for the benefit of the public about further meetings of 
the committee. 

There will be the following hearings on the mutual security pro- 
gram for this fiscal year. March 20, Thursday, Assistant Defense 
Secretary Sprague and Deputy Assistant Secretary Shuff on military 
assistance, executive session. That will be in room F-53. 

On March 21, Friday, Admiral Stump at a public session, followed 
by executive session, on military assistance, Pacific and Far East. 

In the caucus room, March 24, Monday, Secretary Dulles, a public 
session on the program as a whole. 

On Wednesday, March 26, General Norstad at a public session, fol- 
lowed by executive, on military assistance to NATO. That will be in 
the caucus room. And there are going to be other hearings on March 
27, March 28, March 31, April 1, and April 2. It is not definitely 
determined where they will be held. More details will be supplied 
later. This meeting stands adjourned. 

(Whereupon, at 11: 50 a. m., the committee adjourned. ) 
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THURSDAY, MARCH 20, 1958 


Untrep Srates SENATE, 
CoMMITTEE ON ForerGN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:10 a. m., in room F-53, 
United States Capitol, Senator Theodore Francis Green (chairman) 
presiding. 

Present: Senators Green (chairman), Fulbright, Mansfield, Long, 
Smith, Hickenlooper, and Aiken. 

Also present: Col. Joe M. Whitfield, United States Air Force, 
International Security Affairs, Department of Defense; James M. 
Wilson, International Security Affairs, Department of Defense; 
Rear Admiral Charles K. Bergin, United States Navy, Office of the 
Secretary of Defense, International Security Affairs; Brig. Gen. 
John S. Guthrie, Office of the Secretary of Defense, International 
Security Affairs; Col. Thomas B. Hawford, International Security 
Affairs; Lewis S. Thompson, Deputy Assistant Secretary, United 
States Air Force; Markley Shaw, Comptroller, International Secu- 
rity Affairs; Brig. Gen. W. L. Hardick, International Security Affairs, 
Office of Programing and Control; P. H. Crawford, International 
Security Affairs, Office of Programing and Control; Monroe Leigh, 
Office of the Secretary of Defense, Assistant General Counsel; Robert 
G. Barnes, Special Assistant, Mutual Security Coordination, Depart- 
ment of State; Gardner Palmer, Deputy Assistant Secretary of State, 
Far East; Leland Barrows, Director, United States Operations Mis- 
sion to Vietnam. 

The CuHarrman. The meeting will please come to order. This 
morning we are continuing hearings on 8. 3318, the Mutual Security 
Act of 1958. 

Yesterday the committee heard the Secretary of Defense, Mr. Mc- 
Elroy, and General Twining, Chairman of the Joint Chiefs of Staff. 
They discussed the general aspects of the military assistance program. 

Today we will hear in executive session more detailed testimony on 
military assistance from Mansfield D. Sprague, Assistant Secretary of 
Defense for International Security Affaire and Charles H. Shuff, 
Deputy Assistant Secretary of Defense. 

In accordance with our usual practice, during consideration of the 
Mutual Security Act, testimony received in executive session such as 
this will be edited prior to publication to eliminate classified material. 

Mr. Sprague, you may proceed in your own way. 
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STATEMENT OF MANSFIELD D. SPRAGUE, ASSISTANT SECRETARY 
OF DEFENSE (INTERNATIONAL SECURITY AFFAIRS) 


Mr. Spracur. Thank you, sir. I have a statement. Would vou 
like to have me read it into the record, sir ¢ 

The CuarrmMan. Yes, I would, please. 

Mr. Spracur. This statement is unclassified and can be released 
at the pleasure of the committee. 

Senator Mansrievp. Mr. Chairman, if the Secretary will allow me 
to interrupt, there was a newspaperwoman in here this morning 
and she asked for a copy of the statement and I gave it to her because 
[ was under the impression that it was a public session, so 1 must 
express my regrets that this happened, but it will be made public 
when you are thr ough. 

Mr. Spracue. It is perfectly all right with me, sir, because it is an 
unclassified statement anyway. I did not release it because I felt 
that it was up to the committee. 

The Cuarrman. Perhaps you will raise the point again when we 
have the next witness. 

Senator Mansrretp. No. I just wanted to explain that I did give 
this out inadvertently because I was under the impression this was 
a public session, and I want to apologize. 


PROCEDURAL MATTER 


Mr. Spracue. Mr. Chairman, Mr. Shuif, who is the Deputy Assist- 
ant Secretary for Military Assistance Programs, is the gentleman on 
my right. He also has a prepared sti itement and some charts. I 
would suggest, sir, that it might be worthwhile for the committee if 
we were allowed to make our full presentation, because I think per- 
haps the many questions that may occur will be answered in the 
course of this presentation. 

The Cuatmman. That is very true. I understand your statement 
which is unc ‘lassified is what you are going to read now. 

Mr. Spracur. That is correct. 

The Cuarmman. When you are through that, you will get to the 
classified material. 

Mr. Spracur. Then we get back to a classified statement by Mr. 
Shuff, and some charts which he will explain. 

The CHatrman. Very well. But we may want to ask some ques- 
tions after you read this paper. 

Mr. Spracur. Yes, sir. This presentation, I think will take about 
an hour and a half. 

The Cuarmman. Very well. 

Mr. Sprague. I think that it might save time in the long run to 
get in the full presentation before ‘the questions. I would also like 
to point out to the chairman that members of our staff worked far 
into the night preparing answers to the questions which were asked 
of Secretary McElroy yesterday, and, perhaps, when the presentation 
is through, I can refer to these questions and insert the answers into 
the record. 

The CuatrmMan: We do not want you to feel hurried. If more time 
is necessary, we will arrange it. 
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Mr. Sprague. That is fine, sir, with us. We will be glad to come 
back. 
The Cuatrman. We would rather have it complete. 


RELATIONSHIP OF MILITARY ASSISTANCE TO DEFENSE EFFORT 


Mr. Spracur. Mr. Chairman and members of the committee, I am 
glad to have this opportunity to discuss with you the military assist- 
ance program proposed by the President for fiscal year 1959. Secre- 
tary McElroy has explained the indispensable relationship of military 
assistance to the United States defense effort. 

The Cuatrman. Did you read the testimony yesterday, or were 
you there? 

Mr. Sprague. I was there, sir. The continuation of the whole mu- 
tual security program, of w hich military assistance is a major part, 
is, I am convinced, essential to the security of the United States and 
the free world. I propose to begin with a report on the status of the 
current year’s program, and will then summarize the direction and 
scope of the planned program for fiscal year 1959. 

Following my brief remarks, Mr. Charles H. Shuff, my deputy 
who manages this program, will expl: Lin in greater detail what we have 
done with the funds ‘appropriated by Congress i in prior years, how 
we are using the money appropriated for fiscal year 1958, and what 
we plan to do with the $1.8 billion requested for fiscal year 1959. And, 
finally, the regional directors of my office, together with representa- 
tives of the Department of State and the International Cooperation 
Administration, will submit information on programs and plans as 
they relate to specific regions and countries. This will constitute our 
affirmative presentation, which is documented in the presentation 
books prepared for your use and which are on the table before you. 
In addition, we are, of course, prepared to answer any questions or 
produce any additional evidence which the committee may desire. 


CRITICISMS OF MILITARY ASSISTANCE 


In this connection, I want especially to emphasize that during the 
past year, as, in fact, in each year of the program, a number of com- 
ments on the program’s operation have appeared in reports prepared 
both by congressional committees and the General Accounting Office. 
Whether or not we agree with all of the conclusions reached, these 
comments, particularly where they are critical, deserve, and, without 
known exception, have received, our considered attention with a view 
to making whatever changes can be effected to correct an established 
defect in the administration of the program. In the course of these 
hearings comments will be made of some of the principal issues dis- 
cussed in these reports, and we will be glad to answer any additional 
questions raised by the committee. 

With respect to criticisms of the program, I would like to make one 
general comment: The military assistance program has been a success 
in accomplishing its basic purpose, that of prov iding an essential con- 
tribution to United States and free-world security. Considering the 
tremendous magnitude of this program—its vital importance, the 
urgent necessity of avoiding “too little, too late,” the lack of previous 
experience—it is understandable that, in retrospect, some mistakes 
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were made. No one claims perfection for the management of this pro- 
gram, nor are we satisfied that its operation cannot be further 


improved. 
VALUE OF PROGRAM 


But I believe that no dollar spent for defense of the United States 
brings us more security than the dollars spent for the fulfillment of 
this program. Iam convincd that the efficiency of the operation of the 
military assistance program compares favorably with the operation of 
our own Defense Establishment, taking into consideration the multi- 
tudinous complications of dealing with about 40 independent sovereign 
governments. 

NEED FOR CONTINUING PROGRAM 


The vital need for continuing military and economic aid to friendly 
countries to strengthen them in their will and ability to resist Commu- 
nist aggression has been set forth in the President’s message. We must 
continue to develop and modernize those allied forces which, together 
with the military strength of the United States, protect the free world. 
The military assistance program and its economic counterpart, defense 
support, which is administered by the International Cooperation Ad- 
ministration, are essential to this objective. 


ACCOMPLISHMENTS OF FISCAL YEAR 1958 


With the funds voted by the Congress for fiscal year 1958, the 
military assistance program is continuing to foster the development 


and modernization of these forces, as well as contribute to their mainte- 
nance and training. During the current fiscal year, over 40 allied 
nations are receiving grant military assistance from the United States. 
These countries are contributing far more of their own resources to 
their defense than we are through the military assistance program. 

The Cuatrmayn. Is that a modification? You say “through the mili- 
tary assistance program.” In other words, that is a modification. You 
do not want to say they are contributing more than we are, but only 
more than we are through that one particular method. 

Mr. Spracur. Through the military assistance program. 

The Cuarrman. Alone? 

Mr. Spracur. Yes, sir. 

The CuarrmMan. There may be additional help. 

Mr. Spracug. The total expenditures of our allies for their own 
defenses far exceeds the amount the United States is contributing to 
them through the military assistance program. 

The CHatrmMan. Yes, but are you limiting it to that contributed 
through the military assistance program. How much more of it is 
there outside ? , 

Mr. Spracusg. This only refers to the military assistance program 
and not to economic assistance. Is that responsive ? 

The Cuatrman. That is the point I am trying to make. It is just 
limited to that. 

WHAT OUR ALLIES ARE DOING 


Mr. Spracur. Yes, sir. As Secretary McElroy has mentioned, the 
proportionate share spent by our allies has been increasing, and for 
1957, countries receiving military assistance spent for defense the 
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equivalent of almost $7 for every dollar of military assistance. This 
ee eee increase in their own defense effort is also confirmed 
in the rising amount of sales of equipment under the military assist- 
ance program. For 1956, such sales totaled $79 million. For 1957, 
such sales increased to $312 million. There is reason to hope that an 
increasing proportion of military assistance can be shifted to military 
equipment sales. 


EQUIPMENT PURCHASED IN UNITED STATES 


In mentioning the cost of the military assistance program, it is 
important to note that again this year about 85 percent of the amounts 
spent on the program will be expended within the United States. In 
fact, we estimate that 92 percent of the amounts spent on material 
purchases will be expended on orders from domestic United States 
industry. Thus, a very substantial part of the cost is plowed back 
into the American economy. 


INTERMEDIATE RANGE BALLISTIC MISSILE BASES 


A full evaluation of the effectiveness of the military assistance pro- 
gram in fiscal year 1958 should take into account developments in our 
own strategic planning and foreign policy. For example, Secretary 
McElroy has already mentioned the agreement reached at the NATO 
heads of government meeting on the need to deploy intermediate- 
range ballistic missiles to Europe. The agreement just concluded 
with the United Kingdom provides for a first increment which will 
measurably increase the capability for immediate retaliation. 

The military assistance program will play a vital role in providing 
yart of the cost of any such missile systems furnished to our allies. 

n the case of the United Kingdom, funds have already been ear- 

marked for this purpose. However, it should be noted that these 
funds were derived not from fiscal year 1958 appropriations, but from 
funds released from programs originally undertaken in 1954 for the 
modernization of the United Kingdom Air Force. Some additional 
United States funds will be required to complete this program. 


USE OF 1954 FUNDS FOR BASES 


The Cuarrman. How did there happen to be those funds available, 
originally appropriated in 1954? 

Mr. Spracur. These funds, Senator, were appropriated by the Con- 
gress in 1954 for the modernization of the Royal Air Force. It in- 
volved the purchase of aircraft, largely produced in the United 
Kingdom, to provide additional squadrons of air strength. Through 
the years these plans were found in some instances to be inadequate 
for the purpose for which they were programed. Some of them, how- 
ever, were produced and paid for. As some of these aircraft con- 
tracts were canceled, the money became available for a similar use. 

There is available today $112 million of prior-year funds which 
we can use against the cost of the [deleted] IRBM squadrons which 
will be deployed in England commencing with the first squadron in 
December of 1958. The total cost to the United States of these [de- 
leted] squadrons is expected to reach approximately [deleted] mil- 
lion dollars, including training missiles and training equipment. 
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We will have against prior-year funds $112 million, leaving a bal- 
ance [deleted] still to be obtained from the Congress or from the 1958 
or 1959 appropriation for missiles. Since the last squadron [deleted] 
will not be positioned until 1960 and 1961, we plan to ask the Con- 
gress subsequently for the additional money required if it is im- 
possible for us, by agreed programing of missiles in the 1958 and 
1959 program, to take care of that balance 


1954 UNITED KINGDOM AIRCRAFT CONTRACTS CANCELED 


The Cuatmrman. It would seem from your statement as though far 
too large a sum had been appropriated in 1954. 

Mr. Spracue. I would not say that that was necessarily true. The 
plan K commitment contained firm United “ew aircraft program 
requirements in support of the NATO air defense complex. 

The Cuatrman. You do not think too much was appropriated for 
the purposes then enumerated ? 

Mr. Suvrr. Mr. Chairman, may I speak to this point? One of 
the contracts was for the Gloster Javelin airplane. It was firmly 
programed, and programed in good faith by ourselves and by the re- 
cipients, and by the producers. However, as the development of the 
airplane and the production had started and got along, it was found 
that it was not suitable for the purpose for which it was designed. 

The other aircraft concerned in this procurement was the Hawker 
Hunter, which did come along the way it was designed, and went into 
production and was satisfactory. Unfortunately the British, in a 
white paper, cut down the extent of their air force as they had planned 
it when the airplanes were programed. Therefore some of the 
Hawker Hunters which were programed in good faith were no longer 
needed. So, a combination of a lower requirement and an airplane 
that did not meet its design specifications are the exact reasons for 
this availability. 

The Cuatrman. Then your explanation is that, although too much 
was appropriated, the reason for that could not have been anticipated. 

Mr. Spracue. That is correct. 

The Cuarrman. Is that the explanation ? 

Mr. Suorr. Originally, sir, there was not too much appropriated 
if both things had come out the way they were expected to come out. 
Subsequent to the original intent, it worked out that we had more 
money than was needed. 

The Cuatrman. I think it is desirable to have that explanation. 
Otherwise, we might have the same suspicion about other requests for 
appropriations. 

enator MansrreLp. Mr. Chairman, may I ask a question there? 
The Cuatrman. Certainly. 


USE OF FUNDS FROM CANCELLATION FOR IRBM’S 


Senator Mansrtrexp. As I recall this, when Mr. Stassen came before 
the committee in 1953 or 1954, he asked for something on the order 
of $75 million to purchase Hawker Hunters primarily. The purpose, 
as he explained it then, was to give a shot in the arm to the British 
economy so that, in turn, they could be able to furnish this particular 
segment of their air force to the NATO complex. 
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Now, as I understand it, because of difficulties which have been 
amply and capably explained, that program has been terminated in 
large part, and what savings had been achieved from that and other 
aspects of the program are going to be applied to the construction 
of IRBM bases in the British Isles. 

Mr. Spracur. Those funds will be utilized to partially finance the 
IRBM’s for the United Kingdom. 

Senator Mansriecp. Mr. Stassen did this about 1953 or 1954, I 
think. 

Mr. Sprague. Yes, sir; it was appropriated in 1954 and it was 
specifically for the purpose of modernizing the Royal Air Force. 

Mr. Suvrr. Mr. Chairman, may I say this’ I think that the figure 
was $64 million, and I believe, sir, that it was for Gloster Javelins 
and not Hawker Hunters. 

Senator Mansrievp. I am sure you are right, but Hawker Hunter 
sticks in my mind because Mr. Stassen at that time emphasized this 
particular plane which I think was just coming off the drawing board, 
so to speak. 

(The following additional information was subsequently supplied :) 

Senator Mansfield is apparently referring to the ICA program of $85 million 
for the manufacture in the United Kingdom of Hawker Hunter, Canberras, and 
Valiant aircraft. The ICA program was in addition to the plan K commitment 
financed nnder the military assistance program. 

The CrarkmMan. I think the explanation is satisfactory. 

Mr. Spraaur. Shall I proceed, sir? 

The Cramman. There was too much programed; but that could 
not have been anticipated, 

Mr. Sprague. That is the net result of what happened; yes, sir. 

The Crratrrman. Will vou proceed, then. 


ADVANCED WEAPONS DEVELOPMENT IN EUROPE 


Mr. Srracur. ‘To increase the ability of our NATO allies to under- 
take modernization of their own forces, the NATO countries, includ- 
ing the United States, also agreed at last December’s heads of gov- 
ernment meeting to promote the development and production of 
advanced weapons in Kurope. 

In line with this effort the United States is taking immediate steps 
to stimulate the exchange of military research information, and is 
making available designs of advanced weapons to be selected by NATO 
countries for joint production abroad. This effort should in the long 
run measurably decrease NATO’s reliance on the United States as 
substantially the sole source of production for the more advanced 
types of weapons. It will also help to bring into our own military 
research effort the knowledge and cooperation of the NATO scientific 
community. 


RELATIONSHIP OF MILITARY ASSISTANCE TO SURPLUS AGRICULTURAL 
COMMODITIES 


Senator Lone. May I ask you a question? How do you feel toward 
the idea that we should trade certain of our surplus farm commodities 
to certain of those countries in payment for weapons that they would 
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produce under this program? As it stands right now, this program 
amounts to a vast subsidy for American industry. 

How about letting the farmers get in on it? Does that have some 
appeal to you? 

{r. Spracur. Senator, I do not think I am competent to answer 
the question. 

Senator Lone. People selling these manufactured articles are not 
selling them below cost; are they? 

Mr. Spracue. No, sir. 

Senator Lone. The farmer is getting less than parity. He is down 
to about 80 percent of parity. 

Why shouldn’t we let some of these people manufacture weapons 
over in Europe and take farm commodities in payment for them? 

Mr. Spracur. Maybe I should explain a little more fully what we 
have in mind in terms of this advance production program in Europe. 
Full plans, of course, have not yet been fully developed, and probably 
won't be prior to the Defense Ministers meeting of the NATO coun- 
tries in Paris in April. But the plan is that the United States will 
make available through NATO to those countries which have a manu- 
facturing capability in Europe detailed plans and specifications and 
technical assistance with respect to certain weapons systems which 
these countries, by coordinating their production efforts, will produce 
for their own forces. 

The real basic question is not going to be whether they have got 
the know-how and the facilities to produce them. We know that they 
have. The fundamental problem is going to be have they got the 
money to purchase the weapons that they will produce on a coor- 
dinated basis. It is our hope that they will work out among them- 
selves plans for the use of these weapons through purchase by the 
individual countries of the weapons which they will produce on a 
coordinated basis in component parts in different countries, thus 
making it possible for the United States to reduce military assistance 
on a grant-aid basis to these countries. 

Now whether or not in the framework of this program the sale of 
surplus agricultural commodities to them would be of any assistance, 
Idonot know. I frankly do not see the relationship. 

Senator Lona. From the very beginning of this program it would 
have been very easy to move a tremendous amount of agricultural 
commodities in connection with the foreign aid program, and we did 
move some at one stage of it, but in recent years it seems to me that 
we don’t do so much of that. 

We could use a lot of our agricultural commodities. I know that 
would be popular among the farmers. 

Mr. Spracur. Mr. Barnes of the State Department is here. Per- 
haps he would like to comment on this question, Mr. Chairman. 

The Cuatmman. Would you prefer to finish your statement and 
come back to this ? 

Mr. Spracve. It is entirely up to you. 

Senator Lone. I would just as soon the witness would proceed. 

Senator Arken. May I point out to you that we do require them to 
use $175 million worth of surplus farm commodities in the last mutual 
security bill. Previous to that the first year I think it was as high 
as $350 million. 
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We tried to make it $250 million last year and the Department said 
there were not goods available to amount to more than $175 million in 
the countries that manufactured those goods. So much of our surplus 
commodities go to countries that do not produce the hardware and 
other things that the armed services require. You are offering, I be- 
lieve $175 million worth this year. 

Mr. Sprague. Yes. Of course the military assistance program and 
the Defense Department itself do not engage in the sale of surplus com- 
modities. 

The Cuatrman. I did not intend that my question should consti- 
tute an interruption to your paper. 


INTERNATIONAL BRIGADES AND DIVISIONS 


Senator Lona. I would like to ask one other question while you are 
on this subject matter. It would seem to me that a lot of these inter- 
national problems in NATO could be solved if we had certain inter- 
national brigades and divisions. 

The question of handling these IRBM’s would seem to me to be an 
ideal place to start. 

I recall that back during the war we had a special service force, 
which was composed of about half Americans and half Canadians 
with the available Norwegians thrown in with them. They had all 
kinds of special training for almost any type tasks that might be 
assigned to them, such as for making a parachute landing to ‘try to 

sapture Hitler at Berchtesgaden and things of that sort. Those with 
whom I served thought that this was about the most highly com- 
petent fighting group that they had seen. 

Tam only expressing it from the workingman’s level because I was 
not at the flag level or anything like that. But that group was very 
popular with Americans and Canadians, and wherever they went 
they were really first-class fighting men, the very best both nations had 
to offer. 

They would not have been regarded as invaders or strangers on our 
soil and we would not have regarded ourselves as being an occupied 
country if such a force as that would be stationed here. 

But on the other hand, when you start bringing in a purely Cana- 
dian division or a purely British division on our soil, I am afraid 
you would have something of the same local reaction that occurs in 
Britain right now and me mbers of their Parliament are saying, “We 
are just an occupied country. We may as well realize we are no 
longer a proud, independent nation.” 

If you had a unit in which Americans were serving with British 
subjects, and if such a unit could be subject to the immediate com- 
mand of the NATO organization, you could achieve the same effect 
and have a popular organization rather than having something that 
is as unpopular as American youths are in England. 

Mr. Spracver. Senator Long, so far as the IRBM’s on United King- 
dom soil are concerned, I think it is worthwhile to point out in re- 
sponse to one part of your statement that they will be manned entirely 
by United Kingdom personnel on bases furnished by the United King- 
dom at their cost. 

Senator Lone. How about those nuclear warheads? Who is going 
to man those ? 
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Mr. Spracve. The United States will have custody of them. They 
will be under United States control at all times. 

Senator Lone. That is what I had in mind. 

Mr. Spracue. It cannot be otherwise because of our law. 


INTEGRATED NATO FORCES 


Senator Lona. We could certainly change that law. We would not 
want to trust a purely British division w vith having custody of our 
nuclear warheads, but if we had certain forces that were NATO forces 
under the command of the NATO commander, and those forces were 
composed of one-third to 50 percent Americans, my guess is we would 
be willing to trust the warhead to the NA'TO commander. 

Mr. Spracur. That is almost exactly what the situation will be 
insofar as the NATO-committed IRBM’s are concerned. 

Those forces will be under the direct command and control of Gen- 
eral Norstad as the supreme allied commander. They will be NATO 
forces. Since you will hear from General Norstad next week, he will 
oes show you that through the integration of commands in 

NATO you do in effect have international forces. All of the countries 
that contribute are under different allied commanders, not necessarily 
of their own country, responsible to General Norstad, and they are in 
effect an international force. 

Senator Lone. So far you have not been willing to get around to 
the idea, though, of even experimenting with Americans serving side 
by side with those of another nation. You are willing to do it at the 
headquarters level now, but no one is willing to take that chance on 
a lower echelon. 

We were willing to fight that way during the war. We had one 
of our very best elements that wa 

Mr. Spracue. I think you will find when you talk with General 
Norstad that there is all the time going on, a greater integration of 
the forces of the allied countries in Europe, which approaches the 
concept which you are talking about. 

Senator Lone. The thought I had in mind is that it would greatly 
contribute to the strength of NATO if, at the working levels, you 
could actually have Americans serving side by side with their allies, 
within individual units. 

Now, at the command level, the commanders are very happy to mix 
and mingle with one another. But they are unwilling to trust the 
fighting men to do the same thing. Yet, where we have tried that at 
the lower echelon it has been very successful. In fact, my guess is 
you won’t find a unit, with the possible exception of that Hawai- 
ian unit that was a group of Japanese volunteers of various racial mix- 
tures, that had any better fighting record than that special service 
force had, which was an international unit. 

Mr. Spracue. Yes. 

Senator Mansrrecp. It should be brought out, too, that during the 
war they had a special outfit made up of Americans and ( anadians. 

Senator Lona. That is what I am referring to, the special service 
force. My guess is that one of the best fighting battalions you would 
find in the whole European theater was the Nisei outfit that was a 
mixed outfit itself. Those boys were Japanese, part Japanese and 
part Caucasian, part Hawaiian, part Chinese, part everything. 
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The other unit, the special service force, was Americans, Canadians, 
and Norwegians. At the Mussolini Canal, the 3d Division was taking 
a terrible licking. It had been a wonderful division, but it had had 
such terrible casualties that the fighting quality had gone down. 
They took the division out and put this little special service force in 
there which was no larger than about regiment size, and those people 
managed to hold that line in better shape than the 3d Division was 
holding it. 

I just throw that thought out there because if we ever make NATO 
work, we will have to be willing to work ever more closely with these 
foreign nations. 

Mr. Sprague. I think it is a very interesting concept. I think it 
would be interesting to you to get General Norstad’s reaction. 

The Cuamman. Will you proceed now ? 


SIGNIFICANT DEVELOPMENTS IN FISCAL YEAR 1958 


Mr. Spracue. Incidentally, in mentioning developments in the 
NATO area, I would like to note that we are now negotiating for the 
establishment of a NATO-wide spare parts management eee This 
will meet a need shared by all allied forces in the NATO area 

In the Middle East, fiscal year 1958 saw a period of sharply increased 
tension primarily as a result of Communist activity in Syria. This 
threat was met with various measures, among which was expedited 
delivery of programed military equipment to many of our Middle 
East allies. 

In the Far East, perhaps the most significant event affecting the mili- 
tary assistance program was the decision taken last June by the United 
Nations Command to suspend operation of paragraph 13 (d) of the 
armistice agreement which had restricted the United States, both in 
the modernization of its own forces and in the assistance rendered to 
the forces of the Republic of Korea. This step, taken in recognition 
of long standing and flagrant violations of the agreement by the Com- 
munists in North Korea, , has now enabled the United States to proceed 
with essential modernization of its own forces, and will permit the 
introduction of weapons of increased effectiveness into the Korean 
forces. 

The contribution of the military assistance program to our security 
should not be measured solely in terms of the amount of equipment 
furnished to our allies. 


MILITARY TRAINING PROGRAM 


During the past year 14,000 men from 40 countries were brought to 
the U nited States for military and technical training courses varying 
in length from 2 to 18 months. This training cost some $24 million, 
a small item in the total cost of the program. Yet the significance for 
the long run cannot be over-estimated. The impression created in the 
minds of these men will last long after the equipment we give them has 
worn out. Each foreign soldier brought to the U nited States for 
training goes back not only a better soldier but a friend of the United 
States. Of this I am convinced, having spoken with many of them 
during the past year. 
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From the military standpoint, training in United States service 
schools will, of course, assume even greater importance as men and 
units of allied forces are brought to the United States for indoctrina- 
tion in the more advanced weapons. 

While on the subject of training, I would like to note that we are 
instituting a training course for United States officers assigned to duty 
with the Military Assistance Advisory Groups and Missions. 

The course is planned to give key personnel a well-rounded orienta- 
tion in United States foreign policy as well as in the purpose and oper- 
ation of our mutual security programs and a knowledge and under- 
standing of the country to which they will be assigned ; and it will also 
include training in the foreign language concerned so essential to the 
effective performance of responsibilities as well as to better mutual 
understanding. We are confident that this course will increase the 
overall effectiveness of our military representation abroad. 


STATUS OF FUNDS 


There has been distributed to you a small booklet entitled “Fiscal 
and Budgetary Status of the Military Assistance Program—1950- 
58.” The summary tables in this book show the total funds available 
for military assistance from the beginning of the program in 1950 
through June 30, 1958, and the annual and cumulative obligations and 
expenditures. 

he actual and projected monthly obligations for fiscal years 1957 
and 1958 are also shown. 

Through fiscal year 1958, $22.9 billion has been made available for 
the military assistance program. By June 30, 1958, all of this amount 
will have been obligated except for approximately $25 million which 
will be obligated prior to December 31, 1958, the time when the fiscal 
year 1958 appropriations will expire. 

The Cuatrman. How do you know that that $25 million will be 
obligated ? 

Mr. Sprracue. We plan to obligate a maximum of our fiscal year 
1958 funds. 

The Cuarrman. Has the decision been reached already, you mean ? 

Mr. Spracus. Yes, sir. The program requires it. We will allocate 
before the time expires all of the money which was appropriated to 
us by the Congress last year for fiscal 1958. 

The CuHatrman. The decision has already been made how it is to 
be used ? 

Mr. Spracue. I believe everything has been programed. 

The Cuatrman. It is the $25 million I am asking you about. 

Mr. Spracur. The $25 million is the estimate of allocated funds 
which the services will fail to obligate by June 30 against approved 
programs. 

The total expenditure for military assistance through June 30, 
1958, is estimated to be $19.5 billion. This is an annual average of 
almost $2.2 billion, approximately the amount we expect to spend in 
fiscal year 1958 and again in fiscal year 1959. 


THE PIPELINE 


The difference between the total obligated and the total expended, 
that is, the pipeline, will be approximately $3.4 billion as of June 30, 
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1958. This is a reduction from the figure of $8 billion as of June 30, 
1952, and the amount will be further reduced by June 30, 1959, to less 
than $3 billion. 

This will bring the pipeline to the minimum level needed to carry 
out a program spending slightly over $2 billion per year, and reflects 
an average lead time of about 18 months for the major items of equip- 
ment furnished through the military assistance program. 

Senator Lone. How much did you say you are going to reduce your 
ae during this coming year ¢ 

{r. Sprague. We will reduce it in fiscal 1959 to $3 billion. 

Senator Lone. What is it now ? 

Mr. Spracur. From $3.4 billion; it is $3.4 billion now. 

We are asking the Congress for $1.8 billion. We expect to spend 
$2.2 billion in fiscal 1959. 

The difference of $400 million will reduce the pipeline to $3 billion. 
This is the amount that we consider is the minimum needed to carry 
the program on the basis of a lead time of 18 months for the major 
items of equipment against expenditures of $2 billion. 

So starting with fiscal 1959 and thereafter, if the program con- 
tinues at the current level, we would expect to receive from the 
Congress by way of appropriations approximately $2 billion a year 
and to spend that amount with a continuing pipeline through the 
years of $3 billion, which will carry the program. 


LEAD TIME 


Senator Lone. You feel it takes 18 months for delivery from the 
time you get your authorization ? 

Mr. Spracuse. From the time we order through the military serv- 
ices items of hardware to be delivered, the average lead time is 18 
months. This includes ships, aircraft, tanks, missiles. 

Senator Lona. In view of the fact that a great amount of this stuff 
are items that we already have in our own forces, which are not neces- 
sarily the latest things that our Armed Forces have, why does it 
take that long? 

Mr. Spracur. Take the Air Force as an example, sir, when they take 
aircraft from their current stock in use and program and deliver such 
aircraft to our allies, the lead time involved is the time it takes for 
the Air Force to procure a replacement for that aircraft. The F-100 
series is a good example. The lead time is the length of time it takes 
the Air Force to pines the item which is delivered to the military 
assistance program. 

Senator Lona. I see. 

In other words, the point is “Yes,” they do have equipment that 
they could send over immediately. 

Mr. Spracur. That is correct. 

Senator Lone. But they are not going to send it until they get a 
replacement in their own unit. 

Mr. Sprague. That is correct. 


FISCAL YEAR 1958 APPROPRIATIONS 


You will recall that for fiscal year 1958 Congress appropriated 
$1.879 billion for the military assistance program. Even though 
the appropriation act was not passed until September 3, 1957, and a 
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major readjustment because of the $500 million cut was necessary, we 
had as of February 28, 1958, made better obligational progress than we 
had achieved in past years for a comparable period. 

As mentioned above, the amount appropriated for fiscal year 1958 
was approximately $500 million less than requested by the President, 
and we were therefore obliged to rearrange the program to adjust 
for the lesser amount available. I have been asked to explain how 
this hurt the program. 


EFFECT OF FISCAL YEAR 1958 APPROPRIATIONS 


It is difficult to do this in exact terms because basically reductions 
here, as in any military effort, only increase the risk of being inade- 
quately prepared, and the full effect is not felt unless a conflict begins, 
by which time it would be too late to make up for the time lost. How- 
ever, Mr. Shuff will show you a comparison between the program 
planned last spring and the program which we are now putting into 
effect. This will show that some very important projects have not 
been undertaken as planned. Nevertheless, this is not the entire 
story. 

First is the effect on our allies. If they interpret congressional 
reductions as an indication that the United States considers the threat 
to be less imminent, similar action may be taken to reduce their own 
defense budgets. 

Senator Mansrtevp. Mr. Chairman, may I ask a question ? 

The Cuarrman. Certainly. 


SHORTER CONSCRIPTION PERIODS 


Senator Mansrretp. Mr. Secretary, that is an interesting observa- 
tion. It is my recollection that for the past 6 or 7 years there has been, 
not on the part of all our European allies, but on the part of certain ones 
and in different years, a reduction in the conscription period; is that 
correct ? 

Mr. Spracue. Yes, sir. 

Senator Mansrietp. Could you furnish a table to the committee 
from 1950 to date indicating for these NATO countries what the 
period of conscription in effect was each year ? 

Could that be done? 

Mr. Sprague. Yes, sir. 

(The information is classified and is in the committee’s files. ) 

Senator Mansrietp. There would be one exception, I believe. The 
French forces in Algeria, instead of 18 months of service, serve 24 
months—at least they did until recently, and may still be doing so 
at the present time—but they were getting extra pay for it. But 
in line with your observation, I think it might be well to have in the 
record the fact that I think is important : That the conscription periods 
in Belgium, in Denmark, and in other countries have been going 
down over the years. 

There may be a connection between that and the reductions in our 
defense program. 

Mr. Spracur. Yes, sir. I did not mean to indicate here that it 
necessarily followed that if our military assistance program was cut 
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by our Congress, that this would automatically result in a cut by 
our allies in their defense expenditures. 

Senator Mansrietp. No; but it isa possibility. 

Mr. Spracur. But it is an indication of how we feel if we cut the 
program, and therefore, might serve as an inducement for them to 
do likewise. 

Senator Mansriexp. That is right. 

Mr. Spracur. That is the only point I am trying to make, sir. 

Senator Mansrrevp. I understand. 


FUTURE EFFECT OF FISCAL YEAR 1958 APPROPRIATION 


Mr. Spracue. Second is the effect in future years. It must be real- 
ized that many of the program actions by the United States and 
recipient countries can be taken only in sequence, and that loss of 
time cannot be made up. The reduction of appropriations in fiscal] 
year 1958 will have little, if any, effect on deliveries in fiscal year 
1958; but the things we do not order in 1958 will not be delivered 
as planned in 1959 and 1960. And if they are still needed, as in- 
deed most are, we may well have to pay more for them and get them 
a year or more later than planned. This process could put us 
again in the position of “too little and too late” with disastrous con- 
sequences, particularly where, as now, the military planners consider 
that we and our allies will have to fight the next war with what 
we have on hand when it starts. We cannot rely, as in the past, 
on a vast buildup which would be effective a year or more after war 
starts. 

ALLIES’ CONTRIBUTIONS 


Senator Lone. May I just ask a question at that point? The thing 
that troubles some of us is the indication that as this country does 
more, the tendency on the part of other countries is to do less. 

They take the attitude, that “The United States will take care of 
this thing. The less we do the more we can expect them to do.” Is 
there any way that we can get some firm understanding that we will 
do certain things if the other country will do likewise, and see to it 
that both sides live up to it? I do not know that we have for the 
record as of now what the other countries were going to do in the 
ae but certainly they fell far short of what they proposed 
to do. 

How do you propose to see to it that these people do their share? 

Mr. Spracue. Well, sir, we are negotiating with our allies at all 
times, both in NATO and in other parts of the world to see to it that 
so far as we can make it possible, that they develop and maintain the 
forces which we think they ought to have for their own protection 
and for the protection of the free world. 

I think that while it is true that certain countries, notably England, 
have started on a program to reduce their forces to some extent, as 
against that you have the counterweight of a really substantially 
German buildup. The Germans lagged well behind our expectations 
for a number of years, but under the dynamic leadership of Defense 
Minister Strauss who has just been over here and with whom we have 
all been talking, under the leadership of the Adenauer government 
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which is now in a firm spot in Germany, they are proceeding very 
rapidly with a very substantial military buildup which will have a 
great effect on the capability of NATO. 

To a lesser extent this is also true of Japan. The Ministry of De- 
fense in Japan for this fiscal year presented a budget to the Japanese 
Diet which was substantially larger than the budget of last year for 
defense, so there are indications that in that area there is a continuing 
and increased buildup of military forces. 


FISCAL YEAR 1959 PROGRAM 


For fiscal year 1959, the President has asked for $1.8 billion of new 
obligational authority. 

This amount, and the program it represents, reflect our best judg- 
ment as to the funds needed in fiscal year 1959 to carry out our military 
and foreign policy objectives; and it will permit us to continue mili- 
tary aid to our allies at substantially the level of recent years. 

It provides for the maintenance and modernization of allied forces 
at a rate consistent with our own resources and the ability of our allies 
to use and maintain the equipment. 

It does not provide for all of the material and equipment that the 
Military Assistance Advisory Groups in the field, and the countries 
themselves, recommend as necessary to satisfy all the possible re- 
quirements presently outstanding for equipment of the military as- 
sistance program supported forces. If we asked for funds in fiscal 
year 1959 to fill all of these requests, the amount would be 2 or 3 times 
the $1.8 billion we are requesting. 

This, of course, has been true of the program each year. 

These recommendations from the field have been carefully screened 
by the unified commands and by my office to reduce the gross re- 
quests to a feasible annual increment consistent with countries capa- 
bilities to absorb and utilize and our capabilities to procure and 
supply. 

This program will continue to maintain, modernize, and further 
strengthen the allied forces needed to maintain internal security and 
to combat local aggression. 

It also provides for an increase in atomic delivery weapons. These 
actions will greatly improve our allied atomic potential for retalia- 
tion against attack and, together with our own capability, will pro- 
vide greater combined military power and further augment our col- 
lective security against the Communist threat. 

I hope that these remarks have helped to point up the importance 
of the military assistance program. Without question it gives us 
more security at less cost than if we were to attempt to attain the 
same capability through our own resources alone. 

And without question this program must continue, for any slacken- 
ing would set the example of the most powerful nation in the free 
world cutting down on security without regard to the realities of the 
threat, and would inevitably result in a dangerous lessening in the 
capability and will of our allies to resist. 

I accordingly recommend your favorable action on the mutual 
security program recommended by the President. 

Thank you. 
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The Cuatrman. Thank you very much for an interesting paper. 
Do you wish to supplement that with any oral statement 

Mr. Seracur. No, sir. 

The Cuatrman. Then we would like to ask you a few questions. 

Mr. Spracur. Would you rather do that before Mr. Shuff proceeds ? 


NATO EXCHANGE OF SCIENTIFIC INFORMATION 


The Cuamman. I think we had better. We might get too many 
ideas mixed in our minds. What is being done to implement the de- 
cisions of the NATO heads of governments meeting to increase the 
exchange of scientific infor mation and to put more ‘emphasis on the 
scientific works of NATO. How much of the military assistance 
funds in the 1959 program is it intended to use for NATO science, 
and in what way ? 

Mr. Spracue. Mr. Chairman, in response to the heads of govern- 
ment agreement there has been appointed a science adviser to the 
NATO organization who is an Assistant Secretary General of NATO. 

This gentleman is a distinguished American scientist, Dr. Ramsey. 
There has also been appointed to work with the science adviser a 
scientific advisory committee. ‘This committee consists of eminent 
scientists from most of the NATO countries. The American repre- 
sentative on this committee is Dr. Raibbi, a distinguished American 
physicist. 

The Cratrman. Is there one each ? 

Mr. Sprague. I cannot tell you, sir, how many NATO countries 
are represented on this scientific advisory committee, but I am certain 
that all of the larger NATO countries 

The CHarrMan. By one each? 

Mr. Sprague. By one each; yes, sir. 

Now it is proposed that this committee of eminent scientists will 
recommend to the scientific adviser, Dr. Ramsey, means whereby the 
scientific talent of Europe, which is considerable, can be utilized for 
the benefit of all the NATO countries, including the United States, 
in the development of scientific military projects. The United States, 
in response to the second part of your question, has proposed for the 
fiscal year 1959 program the sum of $40 million for mutual weapons 
development. 

This is a program for which the Congress has appropriated funds 
through the years, and represents a cost-sharing project by which the 
various NATO countries contribute money to a fund to advance 
weapons development in Europe. 

The United States contribution to this total effort is approximately 
45 percent of the total cost of the projects that the NATO countries 
are undertaking in this area. 


MILITARY AID TO LATIN AMERICA 


The Cuarrman, Are you satisfied that military assistance to coun- 
tries of Latin America is justified ? 

Mr. Sprague. Mr. Chairman, I think, as Mr. McElroy stated yester- 
day, the total military assistance to Latin America is about 2 percent 
of the overall program. 

[ Deleted. ] 














SO a ae y= nM A 





62 MUTUAL SECURITY ACT OF 1958 


The Joint Chiefs of Staff have established force objectives for 
Latin America based on national security policy. [Deleted.] 

Some surface vessels would work with our own Navy for that 
purpose. 

They have some air capability. Their armies are small and would 
be used only for maintaining their own internal security, which is the 
respective countries’ sovereign obligation. 

I am satisfied, sir, that there is a justification for a military assist- 
ance program for Latin America. I personally feel that it should 
be as small as possible in line with our own objectives, and their 
desires which are considerable for much more equipment than we 
actually give them. 

The CHatrman. Thank you. 

Mr. Mansfield, have you any questions ? 

Senator Mansrrecp. Mr. Chairman, I skip my turn because Senator 
Long has to attend a finance meeting this morning. 

The Cuarrman. I will call on Mr. Smith next. 

Senator Smrrn. Senator Long has to leave and I will be glad to 
yield to him. 

The Cuatrman. Mr. Long, will you proceed ? 


MILITARY ASSISTANCE TO DICTATORS IN LATIN AMERICA 


Senator Lone. I may not have to go, Mr. Chairman. 

With regard to our Latin American situation, in the case of a gov- 
ernment that is not willing to permit free elections, do you think that 
we particularly help our situation by giving weapons to promote in- 
ternal security, which I assume would be to prevent a revolution of 
people ? 

Mr. Spracue. Well, sir, in general I think that there has been a his- 
torical trend in South America toward greater democracy and freer 
elections. We hope that this trend will continue. 

[ Deleted. ] 

It is certainly not the policy of the United States to give military 
assistance for the purpose of preventing free elections or of maintain- 
ing anyone in power. 

I’m afraid that from time to time that it does have that effect ; yes, 
sir. 

Senator Lone. That is the thought that occurs to me. In Central 
and South America are we in such a weak position that we have to 
maintain someone and maintain a form of government in which we do 
not believe at all by supply arms for such person ? 

Mr. Sprague. We are not supplying arms for any particular person. 

Senator Lona. For the country ? 

Mr. Spracue. We are supplying arms to their military forces in liin- 
ited amounts, largely small arms. 

Senator Lone. Of course, small arms are just the things they need 
against their own revolutionary forces. 

The thought occurred to me that supplying cannons might be more 
useful for defending their country than supplying them machineguns 
with which to kill their own people. 

Mr. Spracue. The grant military programs for Latin America are 
designed for internal security, as exemplified above, and hemispheric 
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defense mission. In implementing that kind of a program, we are 
doing it for solely military reasons. 

[ Deleted. ] 

( Discussion off the record.) 

Senator Lone. I do not see that we are helping ourselves, and it 
seems to me in some respects we are hurting our cause, particularly be- 
fore the world, when we start giving arms to support some dictator 
who would not be in a position to maintain himself, let’s say whose 
government could not maintain itself if we decided to oppose him 
vigorously. There have been situations where we would not hesitate 
to support an opposing faction in the event that the country had a 
Communist government. 

In other words, my theory is that you people say, “Here is a man who 
is a sorry rascal, but he is ours.” 

I don’t know why we shouldn’t be willing to risk the people throw- 
ing him out. 

(Discussion off the record.) 

The Cuairman. Will you give your name and official position for 
the record ¢ 

Mr. Barnes. Robert G. Barnes, Special Assistant, Mutual Security 
Coordination, Department of State. 

We agree, Senator, that the problem you have raised is a very difficult 
one, and certainly we agree with the same objective which you would 
have in mind in terms of the desirable political orientation of all of 
the countries in the world. 

However, I think that to achieve this is something that has to be 
evolutionary rather than something that can be proclaimed or deter- 
mined overnight. 

[ Deleted. | 


ORIGINAL NATO OBJECTIVES 


Senator Lone. On another line let me ask you about the extent to 
which our original objectives have been achieved in NATO. I voted 
for that treaty back in 1949, and at that time there was a lot of talk 
about NATO becoming so strong that no one would dare attack it. At 
the time that the war broke out in Korea, we proceeded to set a target 
date of either 1952 or 1954. 

Mr. Spracue. 1953? 

Senator Lona. I can go back and read the debates and pick it out 
for you. This was the date of greatest danger, and we were building 
against this target date. We had so much time. Time was of the 
essence. So the day came and went and we never did achieve the 
strength we talked about achieving—nothing like it in a relative sense. 
Have we just abandoned the concept of having such strength that an 
army could not overrun the area ? 

I recall an address of General Gruenther. 

He talked about the shield we hope to build by this target date to 
hold a line at the Rhine. We hoped to get this shield by a certain 
date and to be stronger later on. How do we stand on that concept 
of the overwhelming strength that was going to deter aggression 
nent no one could possibly win if they attacked the area. 

Mr. Spracur. I think probably the best answer that I can give, 
Senator, i is that in fact there has been no war in Europe, and therefore 
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it cannot be said that the forces which do exist there have not acted asa 
deterrent towar. These forces are substantial. 

_ While they have never quite equaled the goals that have been estab- 
lished for them from time to time by NATO acting as a group, the 


forces presently located in Central Europe are at this moment very 
substantial. 


[ Deleted. ] 


SOVIET DIVISIONS 


Senator Lone. How many Russian divisions are there that could 
be ae to bear upon this area within a month? 

Mr. Spracue. I cannot answer that question except to state that 
there are over 175 Russian divisions at the present time overall. Nat- 
urally not all of them are located in the acumen: area. I believe 
that General Norstad can give you an intelligence briefing on the 
number of Russian divisions that face Europe. 

Senator Lone. What you have told me is enough to make it clear 
that the Russians could put 100 plus divisions into the area in short 
order. My impression is the average Russian division has more fire- 
power and more men than the average of our divisions. 

Mr. Spracue. That is correct, sir, but the answer I think to your 
question is that an attack on one NATO country is an attack on all. 
If the Russians instituted a ground action or any kind of action 
against the NATO forces located in Europe, this would undoubtedly 
result in a general war between Russia and the United States. 

The deterrent exists in the fact that general war would result from 
a Russian attack against these forces. 

If the forces did not exist at all in Europe, the Russians conceivably 
could start pinching off bits of territory as Hitler did in 1938 and 
1939, without calling into play any retaliatory action by any other 
country. The fact of the matter is that if they started now, they 
would immediately be in contact not only with our NATO allies but 
with our own troops. 

DETERRENT POWER 


Senator Lona. The point I have in mind is that in the beginning 
we had the idea of building up such strength that Russia could not 
overrun Western Europe. If I correctly understand the situation 
now we have abandoned that concept. Our deterrent now is the 
theory that if she does, she would have to go to war with the United 
States. That is about what it looks like to me. Maybe I am in error 
about that. 

Tf so, I would like to see what the picture is. 

Mr. Sprague. I think that is generally true, but if the forces did 
not exist at all, then there is a question of whether and when the 
United States would be drawn in. 

Senator Lone. The point, as I see it, is that we are faced with a 
substitute for our original concept. We recognized that Russia could 
walk through Europe but she would have to go to war with the United 
States if she did so. 

Mr. Sprague. Right. 

Senator Lone. We relied upon that as a deterrent, recognizing 
that one of these days Russia was going to have atomic weapons. 
She could do as much damage to us with those weapons as we could 
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do to her but prior to that time we hoped to build up such strength 
that she could not walk through Europe. 

We have just never achieved that goal if I correctly see the situa- 
tion. I would be curious to know if we are still following that con- 
cept of such overwhelming strength that Russia could not overrun 
the area. 

Mr. Spracur. No, we are not planning, Senator, to match the Rus- 
sians man for man in Europe. 


HOLDING ACTION IN EUROPE 


We are still planning and we do have substantial forces which not 
only could deter them, but which could fight an effective holding ac- 
tion. These forces are now equipped with modern atomic weapons, 
and therefore 1 division today might very well have the firepower 
of 10 divisions 15 years ago, so that it is not the number of divisions 
that you have that is so important as the ability of a modern division 
to accomplish its mission. This General Norstad generally, I think, 
feels he has the capability to do. 

Senator Lone. What good is a holding action going to be if you 
have nothing to send over there? About the only tr: ained division 
we have here is the 82d Airborne. We have 2 or 3 units in training. 

Mr. Sprague. It would call into being the retaliatory capability of 
our strategic Air Forces. 

Senator Lona. You could strike them, let’s assume, but if you are 
holding on the ground, you are trying to hold presumably until 
someone gets there. What are you to do if we do not have anything 
to send, or very little? 

Mr. Spracus. The Strategic Air Force is what would be sent, and 
it is ready to go. 

Senator Lone. Of course, you could strike their homeland, but that 
would not make you strong behind the lines you are trying to hold. 
If you are holding you keep holding until someone can back you up. 
But if you do not have the troops to send, have you achieved anything 
particularly by holding? 

Mr. Spracur. Including the divisions which I pointed out as being 
in Central Europe, there are additional divisions in NATO today. 

{ Deleted. | 

comer Lone. How much of those are Reserves ? 

Mr. Spracur. Approximately [deleted] of these are Reserve di- 
visions. 

Senator Lone. Do you feel that you have the strength or have any 
prospect of having the strength to stop any forces that Russia could 
throw against that area ? 

Mr. Sprague. Yes, sir, I believe that is General Norstad’s opinion. 

Senator Lone. You could raise sufficient ground forces to stop them 
from going across Western Europe and taking it ? 

Mr. Spracue. I do not know what the strategic plans of Norstad 
are for defense. He can testify to that himself. I think probably 
the plans call for gradual falling back to a certain point where they 
can hold. 

Senator Lona. I simply was seeking a general answer to the question 
and I will pass on to another matter. 
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CURRENCY EXCHANGE RATES IN SOUTHEAST ASIA 


We were going to discuss this monetary situation in southeast Asia, 
and I believe that there was supposed to be someone to discuss that 
matter. 

Mr. Spracur. Yes, sir. There is a Mr. Barrows here who is the 
International Cooperation Administration representative in Saigon, 
and he has come back here to testify before the House Foreign Affairs 
Committee, I believe this afternoon and he is available this morning 
to give you a detailed story on the monetary situation there. I want 
to point out that the military assistance program which we are con- 
cerned with this morning here, as far as Mr. Shuff and I are con- 
cerned, is not involved in this problem because our job is the furnish- 
ing of equipment and training for those forces, and not the generation 
of currency. 

Senator Lone. Do you sell any given items to the foreign govern- 
ment in your part of the program 

Mr. Spracue. No, sir, not to my knowledge. We have no military 
sales program for any of these three countries. 

Senator Lone. You do not sell so much as a razor blade for the 
troops? 

Mr. Spracue. No, sir. 

Senator Lone. You furnish only military items? 

Mr. Spracue. Yes, sir. 

Senator Lone. And those are not sold to the civilian economy. They 
are simply supplied to the Government. 

Mr. Sprague. That is correct, sir. This is Mr. Barrows. 

Senator Lone. I do not feel like going into that with you at this 

oint. 
. The Cuarrman. At the present time we are supposed to be asking 
him questions about his testimony. 

Senator Lona. That is the reason I would prefer not to go into it 
at this time, Mr. Chairman. I would rather wait and let the other 
Senators examine Mr. Sprague about the matters in which they are 
interested. I will go into that later on. 

That is all the questions I have, Mr. Chairman. 

The Cuarrman. Mr. Smith, you have some questions ? 

Senator Smiru. I have a few here. I am very anxious to hear 
Mr. Shuff but I do have a few questions. 


EFFECT ON UNITED STATES EMPLOYMENT IF MILITARY ASSISTANCE PRO- 
GRAM CEASED 


We hear a great deal of talk about unemployment. If the military 
aid program were terminated now, what effect would it have upon 
employment in the United States? In other words, can you estimate 
how many Americans are employed in the production of military 
assistance items ? 

Mr. Spracur. It has been estimated that the mutual security pro- 
gram employs approximately 600,000 employees in the United States. 
The level of equipment being delivered today under the military 
assistance program is at the rate of $2.2 billion a year, of which the 
bulk is purchased in the United States. 

Senator Smiru. That answers the first part of my question here. 
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If the military aid program were terminated, you would probably 
throw 600,000 people out of employment. 

Mr. SPRAGUE. It would be a substantial portion, yes, sir, and would 
havea very serious effect on the economic situation. 

Senator Smirx. Now I want to ask you a few questions on criticism 
of the military aid program. 


TERMINATION DATE OF MDAP 


The first criticism concerns lack of a comprehensive plan against 
which yearly progress could be measured. That applies particularly 
to NATO, but also to other areas. Does the $2 billion per year for 
grant military aid aim toward an ultimate goal so far as arming these 
countries is concerned, or is that estimate of $2 billion an estimate of 
what we will be called upon to furnish as a continuing proposition ? 
What is our end of the road on this thing, or is there no end to the 
road ? 

Mr. Spracur. Frankly, until the world situation improves enough 
so that we can cut down our own defense expenditures, I do not see 
any end to the military assistance program, because the two things 
are trying to ace omplish the same objective, which is the deterrent to 
war and the ability to win a war if it has to be fought. 

There is a long-range objective toward which the military assist- 
ance program is direc ted. ‘The long-range objective is stated in the 
form of the strategic force objectives which the Joint Chiefs of Staff, 
after periodic annual review, have fixed as the optimum forces for 

each country which is joined with us in the collective security system. 

In very few instances has that program been accomplished, and it 
is toward the accomplishment of those objectives that the military as- 
sistance program is dvechell 

Countries, for instance, which have the size forces which the JCS 
has recommended are, for inst: ince, Korea, Taiwan, Pakistan, and 
Turkey. But even where the forces do obtain the objectives of the 
terms of size, there is always the problem of modernizing those forces 
to make it possible for them to fight the kind of war which they would 
be required to fight in the future, so that as you will see from Mr. 
Shuff’s $ presentation, the percentage of military assistance for mainte- 
nance of Allied forces is constantly being reduced as these countries 
develop the capability as they have of maintaining more and more of 
their own forces. . 

The program is now largely directed toward modernizing those 
forces in terms of more modern equipment and weapons. 

Senator Smirn. This annual expenditure of $2 billion which you 
mentioned is a continuing program as long as we are in this tense 
situation in the world. We might as well make up our minds to this? 

Mr. Spracue. I feel that way, sir. 

Senator Smirn. I ask that question all the time. Are we ever going 
to get to the end of this thing? Why do we have this terrific load ? 

Mr. Spracur. The facts indicate that this is what we are up against. 
I say that as long as our own defense expenditures must stay up, and 
in fact they are going to increase rather than decrease, it 1s equally 
important that this relatively small insurance premium in the form 
of military assistance be maintained at approximately the current 
level. 
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Senator SmiraH. When you say relatively small, you mean relatively 
small compared with your overall defense budget? 
Mr. Sprague. Yes, sir, $2 billion as against 40. 


STANDARDIZATION 


Senator Smiru. The next point of criticism concerns the much 
greater need for standardization. Is that a problem now? The 
NATO countries at one time had different kinds of equipment for the 
British, the French and the United States. Are we getting standard- 
ized which would make the program less expensive ? 

Mr. Sprague. I think that Mr. Shuff is going to address himself to 
this question somewhat in his presentation. The answer to your ques- 
tion is yes, we are making very substantial progress toward integra- 
tion and standardization of weapons and equipment in the NATO 
area particularly. 

Now, in the other areas of the world, there is not so much of a prob- 
lem because practically all of the equipment which they are using in 
the Far East and, to a lesser extent perhaps, in the Middle East, is 
American equipment, so that there is automatic standardization. 


DIFFERENTIATION IN PURPOSES OF MILITARY ASSISTANCE 


Senator Smiru. Another criticism was the failure to diffentiate be- 
tween military aid in order to increase the free world defenses and 
military aid in payment for United States base rights or strategic 
materials. 

This latter use of military aid has little relation to defense pur- 
poses, and it has been suggested that economic aid and far less mili- 
tary aid could be given instead. Is it true that a great deal of this 
military aid is for the United States base rights and strategic loca- 
tions? 

Mr. Sprague. I wouldn’t say, Senator, that a great deal of the mili- 
tary assistance program is utilized for the purpose of, in effect, paying 
rent for bases. This does occur to some extent in Spain. 

Senator Smiru. I had in mind Spain. 

Mr. Spracve. The great bulk of the military assistance program is 
not delivered against a quid pro quo for bases. 

Senator Lone. Might I interrupt to just ask you: Does this also 
apply to Morocco, or what is the deal there ? 

Discussion off the record.) 

Mr. Spracue. | Deleted. | 

Senator Lone. How about Morocco, Nouasseur, and Sidi Slimane? 

Mr. Spracur. We pay no sum there which is a fixed amount which 
could be called rent or a quid pro quo. 

Senator Lone. What are you doing for them ? 

Mr. Spracur. We do not have a military assistance program for 
Morocco. 

Senator Lone. Are you doing something or are you negotiating? 

Mr. Srracce. Admiral Bergin, of my office, can give a quick answer 
to that question. 

Admiral Brrery. We had in previous years what is known as de- 
fense support, but I think that would be better addressed to the ICA 
group. There is no military aid program in the sense of grant aid. 
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Senator Lone. If you want to go ahead, Senator Smith, I will pursue 
this later, but I would like to know what we are paying over there. 

Senator Smirn. I do not want to pursue this much further. I am 
very much interested in hearing Mr. Shuff. What is your pleasure, 
Mr. Chairman? I have a number of questions here along this line to 
which I would like to have answers sometime, but I will postpone my 
questions. 

The Cuamman. That is what they are here for, to answer your ques- 
tions. 

SPARE PARTS PROCUREMENT IN EUROPE 


Senator Smiru. Another question is that the spare parts procure- 
ment in Europe is ineffective and poor, and we have not fully developed 
adequate plans in that respect. Is that true or not? 

Mr. Spracur. I would like to ask Mr. Shuff to answer this ques- 
tion because he has been very intimately concerned with this. 

The Cuatrman. Mr. Shuff is going to testify in his own behalf. 

Would you rather wait to have him answer these questions ? 

Senator Smiri. Will this be covered by your testimony ? 

The Cuatrrman. Suppose, Mr. Shuff, we hear from you now then. 

Senator Smirx. I think we might as well, Mr. Chairman. 

Mr. Suurr. I have a prepared statement, Mr. Chairman. May I 
read it ? 

The Cuatrman. Will you go on with your prepared statement, Mr. 
Shuff. 


BASE AGREEMENT WITH MOROCCO 


Senator Lone. Before we go to that, it does seem to me the record 
should show this. I asked about Morocco. [ Deleted]. 

Mr. Barnes. Could I respond to that, sir? 

The base agreement originally was with the French Government, 
and negotiations with the Moroccan Government for a long-term base 
agreement are currently in progress. Last year under the definition 
of defense support, which the executive branch proposed, we pro- 
gramed illustratively I believe the sum of $20 million for Morocco. 
The report of this committee on last year’s authorizing bill recom- 
mended that sums of this nature should not properly be classified as de- 
fense support, and we have therefore accepted that recommendation 
in this year’s proposal, and defense support is restricted to those coun- 
tries where our military assistance is helping to support substantial 
military forces. ; 

Therefore, aid that we are giving in cases like Morocco is classified 

and appears in your presentation book under the heading of “Special 
Assistance.” We have programed for this year, the current fiscal 
year, an amount [deleted } to assist the Moroccan economy. 
* We have shown there as a projected program for the fiscal year 1959 
{ deleted] for that same purpose. 
- Senator Lona. [ Deleted} That is a pretty good price to pay for 
those base rights, is it not ? 

Mr. Barnes. Yes, sir. 

Senator Lone. Let me ask you this. Are we able to give assistance 
directly to the Moroccans rather than having to go through the 
French ? 

Mr. Barnes. Yes, sir. 
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Senator Lone. That is some improvement, at least. 

Mr. Barnes. The negotiations are now directly with the Moroccan 
Government. 

Senator Lone. Thank you. 

The Cuarrman. You have some questions to ask, don’t you? 

‘Senator Smrru. I will waive any further questions now. 

The Cuarrman. Mr. Shuff, will you proceed ¢ 


STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE, INTERNATIONAL SECURITY AFFAIRS 


Mr. Suurr, Mr, Chairman, in the interest of saving time I will with 
your permission skip some of the paragraphs of my statement, but 1 
would like, if I may, to have them inserted in the record. Does that 
meet with your approval, sir ? 

The Cuarman. Yes. Take your time. 

Mr. Suvurr. Mr. Chairman and members of the committee, it is my 
privilege to appear before you to present the requirements for the 
military ortion of the mutual security program for fiscal year 1959. 

I am Mr. Sprague’s Deputy, with responsibility for managing the 
military assistance program. My report to you today will deal with 
the management of this program. We are prepared to set forth 
for you, and i in as complete detail as you desire, an accounting of our 
stewardship. I will then cover the proposed program for fiscal yea 
1959, and explain why we need $1.8 billion to continue this soclutiaa 
aid to our security and defense. 

I will be followed by our regional directors, who will discuss in 
detail the objectives, the accomplishments and "the future plans for 
military asistance in individual countries and regions. 

This is a large and complex business and, obviously, no single in- 
dividual knows all the answers. However, I can assure you that we 
will get the answers for any questions the committee may ask. S re- 
cialists, intimately familiar with the many component parts of this 
program, are available to go into as much detail as the committee 
desires. 

In a program of this magnitude and complexity, it would be 
strange, indeed, if there was not room for improvement. When 
brought to light, steps are always taken to correct deficiencies. How- 
ever, it must be remembered that our allies also play a part in the 
management of this program. Our objectives would not be well 
served, our collective security agreements would be weakened rather 
than strengthened if we insisted, in every instance, on forcing United 
States methods and United States standards on our allies. 


PRESENTATION BOOKS 


The executive branch has prepared for your use a set of Presenta- 
tion Books, similar in form to those used last year, but I believe with 
some improvement. 

The first volume contains worldwide summary data. It presents, 
in comprehensive form, the more important aspects of the military 
assistance program, including overall magnitudes, the rationale of 
the program and certain definitions. The tabular material is a sum- 
marization of the various elements of the military assistance program. 
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They show the program for fiscal years 1957 and 1958 alongside the 
proposed fiscal year 1959 program. Data on performance are also 
presented. 

For each region there is a separate volume. In the front of each 
regional book there are summary tables for the region. These are 
followed by a section for each country in the region. 

There is a separate volume on nonregional programs in which ap- 
pears narrative and statistical materials in explanation and justifica- 
tion of the nonregional programs in the military assistance program. 
These programs include special materiel programs, cost-sharing pro- 
grams, such as infrastructure and mutual weapons development, ad- 
ministration, sales and loan programs. 

Much of the material in these books is classified. Classification is a 
problem that gives us a great deal of concern every year. ‘lhe reason 
for some of the classification may not be readily apparent. It is not 
that we want to conceal anything from the Congress or the American 
people. We only want to keep from our potential enemies information 
that they could turn to their advantage. These books that are before 
you contain the greatest compilation of data about the military 
strengths and weaknesses of the free world that I know of. In addi- 
tion to the purely military considerations, there are other sound rea- 
sons why some of these data should not be made public at this time. 

We are going to continue our negotiations with many of these 
countries. We will try to persuade them to do certain things con- 
sistent with United States foreign policy objectives. It just would 
not make good sense to reveal in advance the assistance planned for 
specific countries. To reveal to the world programs such as these 


could only raise hopes that might not be realized, excite jealousies and 
invite lobbying and pressures. It is good business to be sure that we 
will be able to carry out our plans before discussing them in public. 

With this introduction, I would like to turn to the most substantive 
part of this presentation. 


STRATEGIC FORCE OBJECTIVES AND MAP-SUPPORTED FORCES 


We have always differentiated between the overall force objectives 
recommended by the Joint Chiefs of Staff and the portion thereof that 
we support in any one fiscal year through the programing process. 
This year, in order to clarify this distinction, we are showing both the 
strategic force objectives and the MAP-supported forces in the pres- 
entation books now before you. These are summarized on this first 
classified chart. 

Strategic force objectives are defined as those major combat units 
of the armed forces of foreign allied nations which are considered 
desirable in support of United States strategic concepts. These forces 
are related to aid programs in the sense that they are essential to 
United States security planning and, therefore, represent objectives 
of United States policy to be attained either by the unilateral efforts 
of the country in question, or by United States aid, or by a combina- 
tion of the two. 

MAP-supported forces are defined as those forces to which, under 
present program decisions, the military assistance program will pro- 
vide some degree of direct support. With a few exceptions, they 
identify those force units within the strategic force objectives which 

23578—58——6 
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the military assistance oo er will support ney through grant 
aid, but in some instances through military sales. 


MAP-SUPPORTED FORCES 


You will note from this first chart that the MAP-supported forces 
for fiscal year 1959 are represented by the [deleted] dark blue bar, as 
part of the overall [deleted] divisions in the strategic force objectives. 

The number of [deleted] ships in the MAP-supported forces are 
also represented by a blue bar as they relate to the number of a por- 
tion of the [deleted] ships in the strategic force objectives. A similar 
relationship exists for aircraft and missiles. Forces listed under 
“Strategic force objectives,” but not under “MAP-supported forces,” 
are eligible for sales assistance. You will note from the chart that in 
fiscal year 1959 our allies will support completely from their own 
resources more ships and aircraft than will be supported through 
grant aid. 

Recommendations for the strategic force objectives are made by 
the Joint Chiefs of Staff, the ultimate source of military judgment 
and experience in the United States. They are based on military 
considerations which are governed by the nature of the threat con- 
fronting us and strategic ee for deployment of United States 
forces. They represent a long-range military goal which is used for 


overall planning purposes and against which adjustments in pro- 
graming can be made in accordance with country capabilities and 
political factors. The establishment of the strategic force objectives 
is essential to orderly United States programing of military assist- 


ance. 

The strategic force objectives do not commit the United States 
to a specific or even a general amount of military assistance. The 
MAP-supported forces are those to which we provide some support 
through our annual programing and funding processes. 

The strategic force aiactives and the MAP-sup orted forces are 
not set in concrete. Over the past 8 years, these objectives and the 
degree of their support have been repeatedly reviewed and changed 
when conditions demanded. 


CONVENTIONAL FORCES ELIGIBLE FOR SUPPORT 


The second chart depicts the decrease in the conventional forces 
eligible for support under grant aid in fiscal year 1959, and the rather 
dramatic increase in the newer type weapon systems for which grant 
aid is being penguned, The red bars on this chart show the loan 
receiving some degree of grant-aid support in fiscal year 1958. The 
blue bars represent those forces which are eligible for some degree of 

ant-aid support in fiscal year 1959. You will note the decrease, 

or example, in the number of aircraft eligible for grant aid [de- 
leted]. Our allies are picking up a greater proportion of the cost 
of supporting conventional forces. 

The chart also depicts the growing increase in missile units that are 
eligible for grant-aid support. Later on, I will describe some of 
these missiles more fully. 
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FISCAL YEAR 1958 PROGRAM 


First, I would like to show you the difference between the program 
we presented to you last spring totaling $2.4 billion, and the program 
that resulted from the appropriation of $1,879 million, composed of 
$1,340 million of new obligational authority and $539 million of re- 
appropriated funds. 

This reduction will not affect current year deliveries which we 
estimate will continue at the rate of about $2,200 million. Its impact 
will be felt in fiscal years 1959 and 1960 when items with long pro- 
curement lead time will not be available for delivery because we were 
not able to order them in 1958. 

We have reprogramed the reduced appropriation in such a way 
as to make the greatest contribution to our effort—or, to say it another 

vay—to see that our program suffers the least possible harm. 

This chart shows the program as originally planned on the left 
and that which is presently being executed on the right. In our 
planned program, we included [deleted] a quantity of F-100’s to 
modernize the allied air forces. As you will note from the chart, this 
was eliminated from the current program. 

The Cuatrman. Where are these charts labeled? You refer to 
charts I, II, and III. 

Mr. Suvurr. They follow in sequence, Mr. Chairman. 

The Cuatrman. Aren’t they annexed to your report 4 

Mr. Suurr. Yes, sir. 

The Cuairman. They are not numbered, so I couldn’t follow. 

Mr. Suvurr. No, sir. They come in sequence, however. I will just 
refer to them as “the next chart.” 

The Cuarrman. I have been trying to follow, but I find it very 
difficult. 

AIRCRAFT FUNDS DIVERTED TO MISSILES 


Mr. Suurr. We were able to use these funds [deleted] to increase 
our order for missiles. Although our initial plan for missiles was 
$144 million, you will note from this chart that it was increased to 
$312 million. These modern weapons will be provided to NATO 
countries to equip our allies with surface-to-air, air-to-air, and surface- 
to-surface guided missiles and free flight rockets. 

Senator Lone. If I understand correctly, that reduction of funds 
for aircraft was not an economy move occasioned by the reduction 
in funds, but it was a move to take the money and put it into missiles. 

Mr. Suourr. That is right, sir, but it still does not satisfy the re- 
quirement for aircraft. The requirement for aircraft still exists and 
must be taken care of at some future time. 

Senator Lone. Based on the chart, you have more money there for 
missiles alone than you had for aircraft plus missiles under your 
previous planning? 

Mr. Suurr. That is correct, sir. 

Senator Lona. So the elimination of the aircraft was due to your 
decision to use even more money for missiles than you had planned 
for missiles plus aircraft ? 

Mr. Suurr. That is correct, sir. I was just highlighting the fact 
that we were not able to handle—. It was our judgment that we 
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would prefer to provide the missiles rather than the aircraft in this 
specific instance. However, it did not remove the requirement to 
provide the aircraft at a future time. 

A very high priority is assigned to the provision of such missiles to 
meet the sharpened Soviet threat. The fiscal year 1958 program 
includes $222 million for [deleted] Nike missiles, and $56 million for 
eee? Honest John missiles. The program includes $34 million 

or Sidewinders, Corporals, Sergeants, and SS-10’s. 

In some of our country programs in the Far East where tensions 
are critical because of Soviet penetration and continued exploitation, 
we found that it was not advisable to make substantial cuts. Pro- 
grams for such countries as France, Italy, Taiwan, and Korea, how- 
ever, were reduced substantially. In France, we eliminated 15 P2V-7 
aircraft. 

The CHArrman. In all these cases were the countries consulted ? 
Was it as a result of discussion ? 

Mr. Suurr. We discussed this matter with our MAAG, sir, at the 
time that we were making our presentation to the Congress last spring 
and in the summer. 

— CuatrMan. Is it by agreement or by arbitrary action on our 
part 

Mr. Suurr. At that time the countries concerned, sir, did not know 
what we were programing for them, so it was a matter of consulting 
with our MAAG’s. They did not know originally what was pro- 
gramed for them, so it was not a matter of consulting with them on 
the reduced program. 

The Cuarrman. Thank you. 


EFFECT OF MILITARY ASSISTANCE IN MIDDLE EAST TENSIONS 


Senator Futsricut. Mr. Chairman, since we are interrupting, I 
wonder if I could ask you this, is your theory that increasing the mis- 
siles and other armaments in the Middle East will deter the spread 
of the Communist influence in that area ¢ 

Mr. Suurr. Well, sir, the increase in the missiles goes largely to 
the NATO area. We feel that this is the area that is most likely 
to be hit by it. 

Senator Fursricut. I thought you just made the statement that 
the increased tensions in the Middle East rquired some increase in 
military strength there, particular Turkey. 

Mr. Suurr. Turkey is in NATO. 

Senator Futsrieur. It seems to me every time tensions get worse 
in Syria and Egypt, both being closer allied to Russia, you increase 
military assistance in the thought that that has some influence on the 
situation, do you? 

Mr. Suurr. Yes, sir, I do. 

Senator Futsricut. What influence ? 

Mr. Suvurr. I think it is a deterrent influence. 

Senator Futsricur. Is it? Do you think it has proved to be? 

Mr. Suurr. I think so, sir, yes. 

Senator Futsricur. It obviously has no effect. How can you tell 
us that ¢ 
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Mr. Sprague. Senator Fulbright, we cannot say what the effect 
would be if we had not put engttiiee j in there. It might be consider- 
ably worse. 

Senator Fursrieut. No, but it is very clear that your sending mili- 
tary assistance has in no way stopped the tension. It is clearly increas- 
ing, isn’t it? 

r. Spracur. But it might be lost to usif we hadn’t put it in. 

Senator Futprieut. You think so? 

Mr. Sprague. I think so, sir. It cannot be proven one way or an- 
other, really. 

Senator ulsmnaate: That is right, you have that advantage. No- 
body can prove this. Your only response to the situation there seems 
to be more and more weapons in this area, isn’t it? 

Mr. Spracue. That also is the Russian response in terms of Syria 
and Egypt and Yemen. [ Deleted. ] 

Senator Fursricnr. It is getting worse, isn’t it? 

Mr. Spracuer. It seems to be getting worse. 

Senator Futsrienr. It is much worse now than it was 5 years ago, 
is it not ¢ 

Mr. Spracur. But I do not think that it can be said or proven that 
it is worse because we put arms into the Middle East any more than 
if we had not put arms in the Middle East. If we had not provided 
them arms the situation might be worse than it is and there is the pos- 
sibility that we might have lost the whole area. 

Senator Futsricut. That is right. 

You cannot prove it and I cannot prove it, but we are confronted 
with a situation that has deteriorated quite rapidly i in the last 5 years. 


I am only suggesting that perhaps there are things that should be 
considered other than just sending more missiles ‘and more arma- 
ments, because I think we have had very disappointing results from 
these programs. 


MILITARY ASSISTANCE TO PAKISTAN 


Take the Pakistan program 

We have argued about this before. I did not approve of it in 
the beginning and I do not now. I think it was very foolish, and 
I think the statement made by their Prime Minister about 2 weeks 
ago is pretty good confirmation of that theory. 

Are you pleased with the results of the program in Pakistan ¢ 

Mr. Spracue. I am, yes. 

Senator Futsrientr. Are you? You are pleased with his statement 
the other day ¢ 

Mr. Sprague. I don’t agree with his statement of the other day, 
but he said it and he is the responsible. official. 

Senator Fursricnt. Are you going to respond to that by in- 
creasing the military assistance there? 

(Discussion off the record.) 

Mr. SpraaueE. [Deleted | 


THE TURKEY-SYRIAN SITUATION 


The CHatrMAn. Will you proceed, please ? 
Senator Lona. Is it the thought that Turkey is about to go to war 
with Syria? Is there anything to that? Is Turkey fearful that 
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Russian arming of Syria would require her to attack Syria, or some- 
thing of that sort ? 

Mr. Suourr. No, sir, but it stands to reason if your neighbor all 
of a sudden gets a lot of very new armaments, you would naturally 
become a little more apprehensive and a little more alert. 

I think this a pretty natural reaction. 

Senator Lone. Was there anything to the talk about Turkey at- 
tacking Syria because Syria was getting arms from the Russians? 

Mr. Suurr. No, sir. 


OTHER FISCAL YEAR 1958 PROGRAM CHANGES 


In France and Italy, we deleted equipment for the modernization 
of aircraft communications and electronics systems, and large quanti- 
ties of ammunition for war reserve requirements. In Taiwan, we 
had to eliminate 30 F-86D aircraft. In Korea, we had to eliminate 
two coastal minesweepers. The program for other countries which 
I have not specifically mentioned have been reduced a net amount 
of $218 million. 

In noncountry programs are included a large share of fixed costs 
which can only be slightly reduced. These include such things 
as packing, crating, handling, and transportation costs related to 
the delivery of end items of equipment; infrastructure costs related 
to the United States share of fixed military facilities needed to sup- 
port combat operations by the integrated NATO forces, such as air- 
fields, naval bases, and so forth. Administration costs which pay for 
the United States and indigenous personnel operating the military as- 
sistance program, and United States contributions to Internationa! 
Military Headquarters which are jointly financed by member gov- 
ernments under accepted cost-sharing formulas, in accordance with 
government-to-government agreements, are other elements which 
could be only slightly reduced. 

The planned program included $175 million to facilitate sales of 
military end items and spare parts by accepting local currency and 
extending credit assistance which cannot be provided from military 
service funds. I will discuss the military sales program later, but 
would like to indicate that $97 million have been earmarked in the 
fiscal year 1958 program to provide assistance to our allies in pro- 
curing materiel from the United States to meet mutual securit 
objectives, and that is shown on the chart here. Seventy-eight mil- 
lion dollars were not used for this purpose in fiscal year 1958—and 
we are asking for about that amount in fiscal year 1959. 

You will note that we show on the chart a $30 million transfer to 
ICA. The agencies administering the mutual security program deter- 
mined that this amount should be transferred to ICA for high priority 
programs. 

ALLOCATION AND RESERVATION OF FUNDS 


The military departments cannot begin supply action until the 
money appropriated by the Congress is made available tothem. This 
involves obtaining approval of the revised program by the Coordi- 
nator (last year, the Director of International Cooperation Adminis- 
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tration; this year, the Deputy Under Secretary of State for Economic 
Affairs) , “a the apportionment of funds by the Bureau of the 
Budget. Consistent with our recognition of the importance of care- 
fully administering a program as large and complex as this one is, it 
is our aim to reduce as much as possible the time required for this 
administrative procedure. 

This chart shows the progress we have made in this respect in the 
past 3 years and our estimate for fiscal year 1959. 

In fiscal year 1956, as shown by the red line, the military depart- 
ments did not receive the larger portion of the money with which to 
operate until the last quarter of the year. This, of course, results in 
a peaking of activity at the end of the fiscal year, as well as contribut- 
ing to a larger carryover. 

n fiscal year 1957, the green line shows that 60 percent of the 
available funds had been allocated or reserved by January 1957, an 
improvement of 4 months over the previous year. 

In fiscal year 1958, Congress did not pass the appropriation act 
until September 3. Despite this later start, we have been able, as 
shown by the yellow line, to obligate or reserve, by January 1958, 80 
percent of the funds available for this fiscal year as compared to 60 
percent at the same time last year, or 30 percent in fiscal year 1956. 

Our plans for fiscal year 1959 are shown by the black dotted line, 
and we anticipate even greater improvement. This estimate is based 
on the assumption that the earlier consideration of the program by 
Congress this year will result in an appropriation at the beginning 
of the new fiscal year. 

EXPENDITURES 
Unexpended balance 

The funds appropriated for military assistance are paid out when 
the material is delivered or the service is rendered. With long lead 
time items, this means that it may be 2 or 3 years from the date of ap- 
propriation to the date of expenditure. But the law requires that the 
funds must be on hand before we can order the weapons and supplies 
for our friends and allies. This means that a substantial amount is at 
all times tied up in the form of working capital—funds reserved to pay 





for goods and services on order. Control of this unexpended balance 
is one of the most important parts of the management of this program. 
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This chart shows the amount of these funds expended each year and 
the carryover at the end of the year. You will notice that the amount 
of the unexpended balance has been reduced from a high point of 
$8.5 billion in fiscal year 1953 to an estimated $3.4 billion at the end 
of this year. Next year, we expect it will go down even further— 
to $3 billion or slightly less. 

The reduction is brought about by spending more than the amount 
of the new appropriation. This process cannot go on indefinitely 
or the program would be bankrupt. It is our considered judgment 
that about $3 million of carryover will be required if deliveries are 
to continue at the present level. 

Int his connection, it is interesting to note from the chart that our 
expenditure rate has leveled off at slightly over $2.2 billion per year. 
Barring unforeseen changes in the world situation, we expect that our 
security will continue to require expenditures at about this rate. 

Control of the amount of the unexpended balance is effected pri- 
marily by limiting funding to required lead time. We have also 
scheduled the program to assure effective utilization of materiel upon 
delivery. Requirements data submitted by the MAAG’s are care- 
fully reviewed with this in mind. As I mentioned in connection with 
the previous chart, the amount of carryover is also dependent upon 
the date on which funds are made available to the operating agencies. 
Any reduction in administrative lead time reduces the amount of carry- 
over required. 

MATERIEL CARRYOVER 


The previous chart showed that we expected to have a carryover of 
$3 billion into fiscal year 1960. 

This chart shows what this is made up of, and the fiscal year in 
which the funds were made available. All of this materiel is required 
to fill valid requirements. It cannot be diverted to other uses. 

The cross-hatched part of the bars represents items delivered and 
funds expended. 

At the end of fiscal year 1959, we will have $666 million tied up in 
orders for missiles. This will consist of all of the $233 million we are 
asking for this year, plus all of the $412 million obligated for this 
purpose in fiscal year 1958 (which includes funds for IRBM’s from 
prior year funds), plus $21 million of the $55 million order for missiles 
placed in fiscal year 1957. 
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The CuHarrMan. What are they? 

Mr. Spracur. Intermediate range ballistic missiles, of 1,500-mile 
range. 

The Cuaman. I think it would be a good idea the first time you 
use - abbreviation to spell it out for those who are not experts, like 
myself. 

Mr. Suurr. Right, sir. We will see that we do that in the future. 

The situation with respect to aircraft, as you can see from the 
chart, is similar, although a larger proportion of the fiscal year 1957 
money will have been spent. 


SPENDING RATE AND COST OF NEW WEAPONS 


Senator Lone. I would like to get this part straight. 

When you estimate a level of spending at $2.2 billion a year, 
are you taking into account the cost of the newer weapons being 
developed ? 

Mr. Suurr. Yes, sir; we are. 

Senator Lone. Some of them are more expensive ? 

Mr. Suourr. Yes, sir. 

Senator Lona. You feel that you will save on the conventional 
type weapons and put more into the nuclear type, I take it ? 

Mr. Suurr. I think, Senator Long, this other chart here indicates 
that that is what our action 

Senator Lona. It was one of the charts that has been turned. 

Mr. Suourr. No, sir; that is not the one I had reference to. This 
is the one I have reference to. You see, we are going up in this 
direction and coming down in this direction. This is the conventional 
here and this is the modern here, and in that way we are taking into 
account 

Senator Lona. The red lines are which ? 

Mr. Suurr. This is the 1958 program, sir. This is the current pro- 
gram that we are asking for. 

The first two categories on this chart—missiles and aircraft— 
account for 37 percent of the carryover. This is to be expected, be- 
cause these are long lead-time items. 

In the case of the category called “Other nonmateriel,” which in- 
eludes training and packing, crating, handling, and transportation, 
all of the fiscal years 1957 and 1958 funds will have been spent, to- 
gether with the major part of the fiscal year 1959 funds. 








FISCAL YEAR 1959 REQUIREMENTS 


To carry on the military assistance program will require $1.8 billion 
of new obligational authority in fiscal year 1959. This requested 
amount is slightly less than the amount Congress appropriated in 
fiscal year 1958. 
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Slightly over half ($955 million) of this amount will be used to 

| complete the initial equipment of existing units and provide for new 

units. This sum will also enable us to replace some of the older 
equipment with more modern equipment, thus improving the mili- 
tary effectiveness of our allies. 





| About 18 percent ($332 million) of the total amount requested will z 
be used to maintain essential existing forces. This includes the re- M 
pair and rehabilitation of equipment, the provision of spare parts eral 

where countries are not able to assume this responsibility, the replace- miss 

ment of attrition losses, and the provision of training ammunition. and 

The balance of the $1.8 billion will be used to finance the United relat 

States share of certain cost-sharing programs ($127 million), for tanec 

credit sales ($80 million), and for training allied soldiers, sailors, army 

and airmen ($86 million), for preparing the materiel for shipment befo 

and for transporting it to our allies ($120 million) and for other tie I 

authorized purposes ($100 million). Kin; 
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FORCE IMPROVEMENT 
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This chart shows the requirements for force improvement in detail. 

Missiles: Approximately 24 percent is required for missiles. Gen- 
eral Norstad has reviewed the NATO force plans and coordinated 
missile requirements have been developed. In an age when aircraft 
and missiles that travel much faster than the speed of sound make 
relatively adjacent neighbors of hostile countries formerly great dis- 
tances apart, it is imperative that the shield forces in Europe be 
armed with new weapons systems. The fiscal year 1959 program now 
before you does not contain any funds for intermediate range ballis- 
tic missiles. [Deleted.] The IRBM’s to be stationed in the United 
Kingdom have been ordered with prior year funds. [ Deleted. ] 


BRITISH PRODUCTION OF MISSILES 


Senator Lone. Might I ask you to stop there for a moment? 

Why don’t we let the British build those missiles? 

They are going to be British missiles. 

Mr. Suurr. No, sir; they are going to be United States missiles. 

Senator Lone. But E nal is capable of building them, isn’t she 4 

Mr. Suvrr. Yes, sir; but I don’t think she is ¢ apable of building 
them in time. 

Senator Lone. To our specifications ? 

Mr. Suurr. I am sure she is not capable of building them in time 
to our specifications, because to do that she would have to tool up, and 
this takes a considerable amount of time, sir. 














86 MUTUAL SECURITY ACT OF 1958 


Senator Lona. I am sure she would like to enter into an arrange- 
mont where she could start building them as soon as possible, wouldn’t 
she? 

Mr. Suurr. I am sure she would, sir. 

Mr. Spracur. That is contemplated in this advance weapons pro- 
duction program. 

Senator Lone. It is contemplated ? 

Mr. Suurr. Yes, sir; not for the initial [deleted] squadrons, how- 
ever. 

Senator Lona. I believe we are in executive session now, and I did 
not get an answer to the question I asked yesterday. [Deleted.] 

Mr. Suurr. [Deleted.] May I go off the record, Mr. Chairman? 

(Off the record.) 

The Cuarrman. I told you and Mr. Sprague in advance that you 
would be at liberty to go through this record. We will go through 
the whole record. Don’t say now and then that this is off the rec- 
ord. My point is to make the whole record and decide then what 
should be removed. 

Mr. Suurr. We will do that, Mr. Chairman. 

This particular piece of information, however, is relatively more 
sensitive than what we have been talking about up to this time. 

The Cuarman. That will serve as a warning to those here not to 
use it orally. 

Mr. Suurr. No, sir; I did not mean to infer that. 

The Cuarrman. No, but I think it is a good idea. 

(Off the record.) 

The Cuamman. Will you continue please? 


OTHER FEATURES OF FISCAL YEAR 1959 PROGRAM 


Mr. Suurr. The fiscal year 1959 program will provide [deleted] 
for [deleted] battalions of Corporal or Sergeant missiles. These are 
short-range tactical surface-to-surface guided missiles. It will pro- 
vide $19 million for two battalions of La Crosse, which is a highly 
accurate, mobile, general support field artillery guided missile. It 
includes [deleted] battalions of the Hawk, a newer antiaircraft mis- 
sile primarily for defense against low-flying planes. It also provides 
[deleted] dollars for [deleted] Terrier systems, a surfare-to-air mis- 
sile to be installed on [deleted] naval cruisers. 

The [deleted] countries receiving the Terrier systems will supply 
the cruisers and $4 million for each ship conversion. 
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[Deleted] Funds are also earmarked for Sidewinders, an air to air 
guided missile designed to destroy high performance enemy fighters 
and bombers from sea level to altitudes of over 50,000 feet. [Deleted 
Funds are included for SS-10’s, a French antitank missile develop 
with United States help under the mutual weapons development pro- 
gram, which will be allocated on the basis of military priorities and 
country capabilities to utilize them most effectively. 

Aircraft modernization : $238 million is requested for modernization 
of the aircraft of MAP-supported tactical air forces. Supersonic 
aircraft with atomic capabilities are essential to replace older types 
which cannot effectively meet the challenge of high performance 
Soviet aircaft now operational. Some of the squadrons of F-100’s, 
which were dropped out of the fiscal year 1958 program, are again 
programed in fiscal year 1959 to continue modernization. If, by the 
time fiscal year 1959 funds become available, sufficient advances have 
been made in a NATO lightweight ground-support fighter or other 
similar fighter aircraft with advantages of easy maintenance, cheaper 
operation, and flexibility of deployment, we may program these. Air- 
craft, like missiles, will be allocated to countries with highest priori- 
ties upon the military advice of General Norstad, and the recommen- 
dation of the Joint Chiefs of Staff. These aircaft will be delivered 
beginning in fiscal year 1961. 

Fdaehe: 11 percent of this amount is for the vehicle program, of 
which the Far East rebuild and procurement constitutes the largest 
portion. Mobility is essential for modern forces and World War II 
vehicles are getting beyond the point of economical repair. 

Construction: Almost all of the $91 million of the construction 
funds requested are for Iran, Pakistan, and Korea. It includes troop 
housing projects, storage depots, and air maintenance facilities. 

Electronics: Approximately 50 percent of the $80 million requested 
for electronics is to improve the Air Force ground control approaches, 
airborne radio equipment and aircraft control and warning systems. 
Over 25 percent of the total amount is for Japan, for aircraft control 
and warning systems, and for airbase communications and electronics 
equipment which is designed to continue the scheduled phaseover to 
Japanese Air Self Defense Forces. 

Miscellaneous: We are requesting $55 million to continue to modern- 
ize the fleets of our allies. Fifty one million dollars are included for 
essential ammunition reserves and $21 million for tanks. The residual 
amount of $85 million includes artillery weapons, training aids, 
medical equipment, and the like. 








| 
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Cyart IX 


w Barn Avruonrry 
Request #332 


FORCE MAINTENANCE 


This chart shows the $332 million necessary for the maintenance 
of the forces of our allies, 18 percent of the total—$155 million—is for 
the replacement of equipment which is no longer economically repair- 
able; $56 million is requested to provide follow-on spare parts for 
previously supplied equipment. It is our policy that countries will 
assume responsibility for their own spare parts whenever it is pos- 
sible for them to do so without seriously impairing the effectiveness 
of their military effort, and cutoff agreements have been reached with 
many countries. To make this policy effective, a NATO-wide spare- 
parts management system is now being established in Europe. We 
are confident that the requirement for United States funds to supply 
spare parts in Europe will be much reduced when this system is in 
full operation. 

We are including an allowance of $51 million for training ammuni- 
tion under the head of force maintenance. It is not possible to main- 
tain the combat effectiveness of any military force without regular 
range and firing exercises. 

Petroleum, oil, and lubricants in the amount of $29 million pro- 
vides jet fuel, gasoline, diesel fuel, and lubricating oils primarily for 
Turkey and Korea. Ninety percent of the $16 million for subsist- 
ence is requested for Korea, Taiwan, and Laos. 


END-ITEMS CONTROL 


Senator Lone. Let me ask you a question about this: In very few 
instances are you actually sending dollars, if I understand you 
correctly. 
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Practically everything you send is in end items. _ 

Mr. Suurr. That is right; everything we send is end items. ' 

Senator Lona. I presume from time to time somebody goes bark 
and looks to see that they are still there ? , 

Mr. Suurr. We have a military assistance advisory group in each, 
country, sir, who is responsible not only to see that they are there, 
but that they are properly utilized for the purpose for which they 
are intended. 

Senator Lone. You don’t think that you have too much trouble 
from time to time that somebody just throws a rifle away or wastes 
something that you sent ? ; 

Mr. Suurr. No, sir; I don’t. 

' 


SPARE PARTS PROGRAM ’ 


Senator Smith, if I may mention a little more about this NATO: 
spare parts operation that is going on, for the past year and a half 
we have been working with various of the countries and among our- 
selves to make up a plan for an international logistic agency, a supply. 
and service agency; and here recently, within a matter of the last: 
month or month and a half, we have gotten an informal agreement 
among all of the NATO countries to go forward with this program. 

This program will involve gathering together the requirements of, 
the various NATO countries and pooling them so that a procurement, 
order can be sensibly put together so that it will pay somebody to pro; 
duce some of these spare parts rather than what has happened in the, 
past. 

Each country puts in its own order in its own cyclic rate. 

So that a producer who has to fulfill these orders is operating on a 
bits-and-pieces basis and cannot get enough of a requirement to make 
a profitable production run. Br 

Hopefully this will be eliminated when this NATO supply gets 
underway. 

Senator Smirn. Do you think you will get that in the near future? 

Mr. Suvrr. Sir, they are meeting on the subject right at the mo- 
ment. We look for it to be in being before summer. ; 

Now of course this depends on the wish of lots of sovereign coun- 
tries. They each give up a little bit of their sovereignty in their 
logistic responsibility here in order to make this work. 

But it is heading in the right direction, and within the last month, 
or so the results are most gratifying. 

Senator Lone. Why don’t we do it in trade? 

Why don’t we let them manufacture some particular given item that 
we can use in our Military Establishment, and let them trade that to, 
us for the spare parts. : 

The Cuarrman. Will this new agreement among the majority of 
the European countries come into this at all ? 

Mr. Suvurr. The new agreement as a result of the heads of govern- 
ments meeting, Mr. Chairman ? 

The CuarrMan. Yes. 

Mr. Suurr. Yes, sir; it will. It will play right into this, and to 
that extent we want it to be in being before we get into production on 
some of these missiles in Europe. 


‘ 
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The Cuairman. It seems to me that would be a very good way of 


handling it. 


Mr. Suorr. It would indeed, sir, and we are contemplating that. 


POSSIBILITY OF TRADING EUROPEAN ARMS FOR AMERICAN SPARE PARTS 


Senator Lone. Why don’t you do what I suggested ? 

I have never seen a better pistol manufactured by a country for 
example than some of those German pistols. 

Why don’t we trade something in return for spare parts to American 
gyno 

Ar. Suurr. I don’t quite know how we would operate on a trading 

basis. We are trying our darndest in this situation to come up with 
the maximum amount of standardization. It would be completely 
ideal if all of our NATO partners and we had identical logistic sys- 
tems and identical pieces of hardware to perform the same tasks. 

This is very difficult to accomplish. What we have tried to do to 


’ bring it about is to have them make parts for soft currency which they 


themselves could buy, and the supply of which they could continue 
to buy. So we are accomplishing what you are saying, sir, in a little 
different way. 

Senator Lone. You recognize, however, that there are some things 
that others can make better than we can manufacture. All I am say- 
ing is why don’t we try to let them produce something in a military way 
which we can use for our forces, trade that to us in exchange or in 
payment for spare parts? 

It seems to me that would make more sense. That is the only rea- 
son I suggested it. 

Mr. aoe. May we study it and see if it has an application, a 
specific application in this situation ? 

Senator Lone. I wish you would. 

Mr. Suurr. Mr. Lewis Thompson, who is Deputy Assistant Sec- 
retary of the Air Force for the military assistance program, and who 
sat with the spare parts agency during the past 2 or 3 weeks in Paris, 
indicates to me that this was a consideration, one of many considera- 
tions that was taken up by the agency when it was about to form up, 
and I think that it may very well have an application, sir. 

Mr. Chairman, I still have a good deal to go here, and I would like 
to if it meets with your approval cut whatever portion you would like 
to have me cut. 

Can I just treat each item that I have lightly ? 

The Cuarrman. We would like to get through this morning. 

Senator Lone. Might I suggest, Mr. Chairman, that we simply read 
the remainder of this statement, unless there is something that you 
particularly want to highlight. 

I want to read every word of it myself. 

The Cuarrman. There is very little left. 

Mr. Suurr. To continue: 





COST SHARING PROGRAMS 
In the broadest sense, the entire military assistance program is a 
cost sharing undertaking. We share with our allies the cost of pro- 
viding military strength for the defense of the free world. 
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There are certain parts of the program, however, that are spe- 
cifically labeled “cost sharing” because the specific contributions to 
be ie by the United States and the participating countries are a 
matter of special agreement. 

CHart X 


COST SHARING 


FY 1989 (IN MILLIONS OF POLLARS) 


MWERASTRUCTURE 
*60 
oS 47%, 
MUTUAL WEAPONS am 
DEVELOPMENT 
40 


New Onticarine Auraonir’. 3 


Reovesr “27° 


Our estimate of the amount required for these programs in fiscal 
year 1959 is $127 million, as shown on this chart. 
Infrastructure 

The fiscal year 1959 infrastructure program request amounts to $60 
million. The term “infrastructure” is applied to a fixed military fa- 
cility needed to support combat operations by the integrated NATO 
forces under the Supreme Allied Commander Europe, and the Supreme 
Allied Commander Atlantic. These facilities include airfields, naval 
bases, war headquarters, telecommunications systems, early warning 
systems and fuel distribution systems. The $60 million represent the 
fiscal year 1959 United States share for building and maintaining 
these facilities. 


Mutual weapons development 


The fiscal year 1959 mutual weapons development program request 
is for $40 million. This program is designed to accelerate the develop- 
ment of selected advanced types of weapons or equipment to effect 
a greater utilization of the scientific and technical capabilities of our 
allies. 

It is developing new items especially suited to the needs of our 
friends, which, in many instances, will be far more economical to 
manufacture, operate, and maintain than similar items from the 
United States. 

The program now totals approximately 130 projects covering all 
fields of research and development. However, development of nu- 
clear weapons is not included in the program. About 30 new weapons 
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or items of military equipment have reached, or will soon reach, the 
—- of field testing and are approaching the production stage. 
his program is considered highly significant in view of the Soviet 
advances in this area and of the United States announcement of 
stepped-up effort in the research and development field. 
Facilities assistance program 
The amount requested for the facilities assistance program for fiscal 
year 1959 is $20 million. This program is designed to encourage and 
support the efforts of our allies to become self-sustaining in the man- 
ufacture of munitions and components. Also, it reduces the continu- 
ing dependence of those countries on the United States. 
he United States furnishes approximately 50 percent of the cost 
of the facilities in the form of tools, equipment, and technical services. 
This cost sharing program requires that the selection of projects and 
the amount of contributions in individual projects be agreed upon 
by the country concerned as well as the United States. 
Most of the projects planned for fiscal year 1959 are for missile 
components ak fuels, chemicals required for propellants, and new 
types of naval gun ammunition. 


International military headquarters 

Support of international military headquarters will require $7 mil- 
lion. This amount will pay the United States share of the costs of 
international military headquarters, which are jointly financed by the 
member governments in accordance with government-to-government 
and international agreements and under accepted cost-sharing 
formulas. 

OTHER PROGRAMS 


CHART XI 


CREDIT SALES. TRAINING E OTHER PROGRAMS 


FY 1959 (iN MILLIONS OF DOLLARS} 


New Osuisarins Aurworiry 
Request *386 


The programs shown on this chart amount to $386 million, repre- 
senting 22 percent of the total request. Packing, crating, handling, 





MUTUAL SECURITY ACT OF 1958 93 


and transportation in the amount of $120 million represents relatively 
fixed charges essential to the movement of materiel. 


Training 

The fiscal year 1959 training program of $86 million will provide 
for training personnel of 40 different countries. This increase, over 
the amount programed in fiscal year 1958 of $68 million, represents 
the much greater emphasis being given the training requirements 
generated by the new weapons sy ystems such as missiles and modern 
aircraft. This training provides for approximately 24,000 course 
spaces for our allies in service schools, both in the United States and 
sbeoad, In addition, approximately 553 technical representatives and 
171 mobile training teams will operate in the field and provide instruc- 
tions in the maintenance and operation of MAP equipment and weap- 
ons, and help in the establishment and reorganization of supply, 
training, and maintenance systems. 

The military assistance training program is designed to attain com- 
bat effectiveness of forces as rapidly as possible and to train foreign 
personnel in the proper maintenance, operation, and efficient utiliza- 
tion of United States provided equipment. It trains cadres which 
form the nucleus for eventual establishment of self-sufficient country 
training programs. It trains foreign personnel in the specialized 
skills essential to permit transition to the more complicated modern 
weapons. 

The effects of such training have benefits to the United States and 
the foreign country that w ill last beyond the period of training and 
will pay div idends after the items of hardware we have delivered have 
worn out. Foreign personnel come to the United States and see first 
hand the American way of life. They rub shoulders with Americans 
and establish friendly person-to-person contacts so essential to the 
furtherance of good will in international relations. They acquire 
knowledge and skills which have a multiplier effect as trainees be- 
come trainers—which contributes to the establishment of a pool of 
skilled specialists so essential to modern times to meet both military 
and industrial requirements. 


THE SALES PROGRAM 


Approximately 60 countries and international organizations have 
purchased military equipment from the United States. Most of our 
sales to date have been for cash, and it is expected that substantial 
cash sales will continue in the future, particularly to countries like 
Canada and Germany, which together, have accounted for almost 
two-thirds of the total sales to date. 

Amendments to the Mutual Security Act were enacted last year by 
the Congress which authorized the acceptance of local currencies, in 
payment for military equipment and their reuse for other military 
requirements, and the reuse of dollar repayments on credit sales for 
financing additional sales. 

This new authority assists us in accomplishing United States policy 
objectives to achieve increased country self-support. Countries pre- 
viously receiving grant aid primarily because of foreign exchange 
shortages are now provided a means of procurement in the United 
States. Further, countries with only moderate annual amounts for 
procurement of materiel may now amortize the cost of certain 
modernization programs through United States credit assistance. 
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In fiscal year 1958, $97 million have been earmarked under MAP 
to provide credit to our allies who wish to buy materiel from the 
United States to meet mutual security objectives. 

It is difficult to forecast the volume of future sales since they are, 
in the final analysis, dependent upon the decisions of foreign coun- 
tries to buy. However, it is estimated that about $100 million of 
potential sales to countries such as Australia, New Zealand, Venezuela, 
and other Latin American countries will be possible if the United 
States can provide credit assistance. An estimated $20 million of 
repayments on credit sales made in fiscal year 1959 will be available 
to finance such sales, leaving a balance of $80 million of new obliga- 
tional authority which is being requested from the Congress for fiscal 
year 1959. 

In addition to those anticipated sales, there is a potential market 
for further sales to western European countries and Japan. Some of 
the items included in their country programs for which funds are re- 
quested as grant aid, may be sold to those countries; however, specific 
agreements for such sales have not been made. It will be our objective 
in fiscal year 1959 to make every reasonable attempt to meet a signifi- 
cant portion of these military requirements through military sales. 


ADMINISTRATION 


The fiscal year 1959 administrative expense request amounts to $25 
million. The military departments bear a large part of the total 
administrative and operational cost by furnishing military personnel, 
equipment, and facilities to carry out the military assistance program. 


U.N. support 


The amount requested for support of United Nations Forces in 
Korea is $12 million. 


Internal security 

Ten million dollars are requested for the overseas internal security 
program. Many countries lack knowledge, training, or means to de- 
fend themselves successfully against Communist pressure and penetra- 
tion. This amount supplements with military aid an ICA program to 
assist them in resisting Communist subversion. 

You will note on the chart that we have $49 million for programs 
under negotiation. These programs will be discussed with you by our 
regional directors. 

Deleted. | 
OFFSHORE PROCUREMENT 


It is United States policy that offshore procurement will not be 
undertaken if it will O? have serious adverse effects on the United 
States production base; (2) result in unjustifiable price differentials in 
comparison with United States supply of similar type items; (3) re- 
sult in failure to meet United States delivery objectives; or (4) jeop- 
ardize security interest of the United States. 

Offshore procurement has rapidly declined in recent years due to 
the changing nature of MAP materiel requirements and the vital 
need for retaining orders in the United States to sustain the domestic 
military production base. The result of these changed factors is 
readily apparent from chart X, where it can be seen that contracts 
pinsed have been reduced from a total of $1.6 billion in fiscal year 
1953 to an estimated $112 million in fiscal year 1958, while expendi- 
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tures have decreased from a maximum of $668 million in fiscal year 
1956 to an estimated $229 million in fiscal year 1958. 

Current offshore procurement is restricted to items which must be 
of foreign types to support foreign equipment; items no longer pro- 
duced in the United States; arrangements whereby the producing 
country contributes a substantial portion of the costs involved, and 
similar circumstances. 


MANAGEMENT IMPROVEMENT 


Last year, we advised you of the steps being taken to improve the 
programing process, beginning with the issuance of a new Department 
of Defense Instruction—our military assistance programing guid- 
ance—which provides uniform instruction to all military assistance 
advisory groups. The application of this programing guidance, in 
March 1957, is already yielding substantial benefits. The burden 
placed upon the MAAG’s and unified commands for the preparation 
and submission of programing data formerly required on an annual 
recurring basis has been substantially reduced. 

The guidance standardizes methods for preparation and presenta- 
tion of data for all regions, countries and military services, It facili- 
tates processing both in the field and at review levels and permits full 
and equitable consideration of all requirements. It provides for the 
most careful consideration of data on assets, excesses, and consump- 
tion rates. It produces a single coordinated submission containing 
data needed to formulate and justify programs without excessive 
reference to the field for additional information. Since it produces 
a statement of requirements for several years ahead and establishes 
a priority for accomplishment, it permits prompt implementation of 
the programs in relationship to fund availability. 

The Assistant Secretary of Defense for International Security Af- 
fairs has made a critical and comprehensive review of the reporting 
and control data required at all levels of management in order to 
develop a correlated reporting system that would satisfy essential 
requirements with maximum accuracy and minimum delay and per- 
sonnel. The working group, with General Accounting Office par- 
ticipation, examined reports and determined data requirements in 
the three basic phases of the management cycle—programing, imple- 
mentation, and control. 

Recommendations are now being implemented by the Office of the 
Secretary of Defense and the military departments. Some reports 
have been canceled, while others have been simplified and stream- 
lined, with a resultant improvement in management control and 
efficiency. 

EXPANDED INTERNAL AUDIT 


The military assistance program utilizes the facilities and organiza- 
tions of the military departments for the procurement and delivery 
of equipment and supplies to our allies. The procurement policy and 
procedures in each of the military departments are, and have been, 
subject to audit by the audit agency of the particular military depart- 
ment. On October 4, 1954, specific audit responsibility was assigned 
the military departments serving as executive agents for the military 
assistance program by the Assistant Secretary of Defense (Comp- 
troller). In addition to this arrangement, the operations have regu- 
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larly been inspected by officials of the Bureau of the Budget, the 
Office of the Secretary of Defense, the staffs of the Secretaries of the, 
Army, Navy, and Air Force, and the unified command organizations. , 
Although these inspections are not classified as accounting audits 
they have, i in fact, been audits of performance and compliance with 
policy y and regulations. 

On December 30, 1957, in order to achieve a more integrated audit 
of the military assistance program, including the work performed at 
headquarters by the Office of the Assistant Secretary of Defense, 
(International Security Affairs), the Assistant Secretary of De-; 
fense (Comptroller) established an audit committee composed of 
representatives of each of the three service audit agencies under the, 
direction of members of the Office of the Secretary of Defense audit, 
policy staff. This committee is preparing a comprehensive MAP. 
audit plan on an integrated basis which will later be implemented by 
the internal audit agencies of the services under the supervision of 
the Assistant Secretary of Defense (Comptroller). This action will, 
result in improved scheduling and integration of MAP audits which 
will include all organizations having responsibilities for the military. 
assistance program. 


HIGHLIGHTS OF PREVIOUS TESTIMONY 


This program is the cost sharing program. This is a program that 
we and our allies maintain together. In other words, this is where’ 
some of the mutuality comes into the mutual security program. The 
largest portion of it is in the infrastructure field where, with our 
allies, we build up various fixed installations such as electronic sys- 
tems, communications systems and the like. We are asking for $60 
million, or 47 percent of the total. 

Mutual weapons development program of $40 million, which has: 
already been described by Mr. Sprague, 31 percent of the total. 

Facilities assistance program of $20 million, or 16 percent. That is’ 
a program that we share the cost with our allies, with the idea of: 
going into production on a weapon which has a requirement and’ 
which fulfills the requirement largely in the NATO area. 

The Cuatrrman. When you refer to mutual agreements, are they, 

made unanimously or by majority ? 

Mr. Suurr. Well, sir, the agreements that we have under both the‘ 
facilities assistance program and the mutual weapons development 
program is with a country concerning a specific development or 
weapon, so that since it is bilateral, why, we both agree. 

The Cuarrman. When are they multilateral ? 

Mr. Suurr. Where it is multilateral, and I can think of some that’ 
may be multilateral, it would have to be unanimous. Otherwise, we 
could not go forward with it. 

The CHarrMan. I assume so. 

Mr. Suurr. The remaining 6 percent, or $7 million, is in the inter-' 

national military headquar ter’ s, more or less a fixed char ge for our par- 
ticipation. 

This next chart indicates credit sales, training and other programs 
for a request of $386 million in new obligational authority. This is. 
22 percent of the whole—packing, crating, handling, and transport’ 
being the largest share of that, 31 "percent, with training $86 million | 
or 22 percent. 


/ 
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We feel that the training of these people in the mutual assistance 
rogram is very important because they get considerably more than 
just the technical information that is made available to them. For 
those that come to the United States, we feel that they also get con- 
siderable knowledge of the American way of life and what we are 
trying to do here with this program and with other things which we 
o do. 

Credit sales, we are asking for $80 million, or 22 percent of the 
whole. This is an arrangement by which we can promote the sale of 
this equipment rather than give it as grant aid. 

Programs under negotiation, for $49 million. These are programs 
which have not yet become firm because the negotiations which are 
underway have not yet been finalized. We estimate and anticipate 
those programs to be in the nature of $49 million. 

Administration, a fairly fixed charge, is $25 million. 

she CuarrMan. Are all these agreements limited to materials of 
war? 

Mr. Suurr. These we are describing here are implements of war, 
ancillary implements to implements of war, services and training in 
connection with those. 

The Cuarman. That is what I would assume. 

Mr. Suurr. UN support for $12 million, and the overseas internal 
security program of $10 million, and the expense for offshore procure- 
ment administration for $4 million. 


OFFSHORE PROCUREMENT 


Since there has been some discussion about offshore procurement, 
we thought it might be of interest to the committee to indicate to you 
gentlemen what our record has been in the offshore procurement field. 

In the early days of this program, there were various reasons why 
we wanted to try and maintain and promote the industry of our var- 
ious NATO partners, keep the aircraft industry going, for instance, 
in France bik Italy and in the United Kingdom. 

A good many offshore procurement contracts were placed in the 
interest of accomplishing that, and also to expand the mobilization 
base in case we should need to use it in time of war, in time of emer- 


ney. 

Since that time, we have leveled out. 

Another thing we tried to do in putting these offshore procure- 
ment contracts abroad was to try and get these people in a position 
where they could better help themselves. In other words, in order to 
get them going in maintaining spare parts and in making these vari- 
ous things that we knew they would need on a continuing basis, our 
offshore procurement program was designed as a pany beatae 
—— with the hope that after the pump was primed, they woul 

ick u 
" The Cuarrman. I should think in all of these agreements you 
would provide for the eventuality that these machines would become 
obsolete before the spare parts can be manufactured. 

Mr. Suurr. This was a consideration. However, a good many of 
them have kept on. As a result of that, our contracts have fallen off 
- until now we are something under $100 million, so we are asking $99 
million for 1959 for this purpose. 
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As you can see, the expenditures have lagged behind the contracts, 

but are on the way down to meeting 
The Cuarrman. A marked-down request. 
Mr. Suurr. Yes, sir. 





CONCLUSION 


In conclusion, I would like to assure you that valid requirements 
exist for all of the funds requested for fiscal year 1959, and that they 
are essential for the efficient conduct of this program. These funds 
will be used to strengthen the deterrent to all-out war by providing 
our allies with atomic delivery capability and improving and filling 
gaps in their early warning systems. These funds will also strengthen 
resistance to internal subversion and local aggression, by modernizing 
the armed forces of our allies and providing them with the equip- 
ment essential for the maintenance of these forces. I am confident 
that the authorization for fiscal year 1959 will continue to make sub- 
stantial contributions to the achievement of United States foreign 
policy objectives and to the security of the United States. 


QUESTIONS TO BE ANSWERED 


The Cuatrman. Yesterday many questions were asked which were 
not answered. There has not been opportunity to answer them today. 
I suggest those answers be inserted in the transcript when it is sent 
to you for review. 

At that time, you are going to indicate what should be kept secret. 

Mr. Spracur. Yes, sir. As I said before, Mr. Chairman, we have 
prepared answers to most of the questions which were asked yester- 
day. We have them here this morning for use in case there were 
questions on the same subjects. 

I think what I would like to do, sir, would be to take these answers 
back and in the next day or two submit a whole package of answers 
to the questions. 

(The information referred to is inserted in the record of March 19, 
1958.) 

The Cuatrman. Very well. That is understood. 

Senator Smiru. Mr. Chairman, I notice here that the staff has pre- 
pared some classified questions. In a hasty look at them, they seem 
to be very important. I would like to ask that Mr. Sprague have 
these questions answered for the record. 

Mr. Sprague. I will be glad to, yes, sir. 

Senator Smiru. [ Deleted. ] 

(The questions and answers are classified and are in the committee 
files. ) 

The Cuarrman. Is there anything further you would like to say? 

Mr. Spracue. No, sir. 

The Cuarrman. This committee will stand adjourned. There will 
be another meeting of the committee tomorrow morning at 10 o’clock. 
Admiral Stump will be the witness. 

Mr. Sprague. Yes, sir; and I will come up here with him, if I may. 

The CuarrmMan. We will be glad to have you. 

(Whereupon, at 12:40 p. m., the committee adjourned, to recon- 
vene at 10 a.m., Friday, March 21, 1958.) 
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FRIDAY, MARCH 21, 1958 


Untrep States SENATE, 
ComMMITTEE ON ForeicN RELATIONS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:05 a. m., in room F-53, 
United States Capitol, Senator Theodore Francis Green (chairman) 
presiding. 

Present : Senators Green (chairman), Fulbright, Smith, and Aiken. 

Also present: Brig. Gen. Robert A. Hewitt, USA, Assistant Chief 
of Staff, com, Logistics Division, Commander-in-C hief, Pacific, 
(CINCP AC); Capt. Robert R. Green, USN, Joint Plans Division, 
CINCPAC; Col. Victor W. Alden, USAF, Joint Logistics Division, 
CINCPAC; Mr. John Steeves, political adviser, CINCPAC; Col. Joe 
M. Whitfield, Office of the Assistant Secretary of Defense, Interna- 
tional Security Affairs (ISA), Pentagon; Capt. Berton A. Robbins, 
Jr., USN, Director, Far East Region/ISA. 

The Cuarrman. This is the third day of hearings on S. 3318, the 
Mutual Security Act of 1958. 

The witness today is Adm. Felix B. Stump, Commander in Chief, 
Pacific. He will testify on the military assistance program in the Far 
Fast and Pacific area. 

This session will begin in public. The admiral, however, anticipates 
that part of his testimony will be of a classified nature, so after his 
public statement, I shall ask our audience and the press to leave the 
room. I wish to take this opportunity to call to the attention of my 
colleagues on the committee, members of the press, and the public 
that the Committee on Foreign Relations has a heavy schedule of 
meetings between now and Easter. These meetings will be devoted to 
consideration of the Mutual Security Act of 1958. 

We have already heard testimony of Secretary of Defense McElroy, 
General Twining, Assistant Secretary of Defense Sprague, and others. 
They have discussed the military portion of the program, which 
amounts in cost to $1.8 billion. 

The total program requested by the President is $3.9 billion. 

In view of the magnitude of this program and its heavy impact 
on our foreign policy, it is essential that we explore every facet. I 
believe these many hearings are justified not only because they would 
increase the Senators’ understanding of the program, but because 
they may serve to stimulate the exec utive branch to a reexamination 
of the premises underlying the program. 

Admiral Stump, will you please proceed in your own way? 

Senator Samira. Mr. Chairman, might I just make a very brief 
statement ? 
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The Cuarrman. Certainly. 

Senator Smirn. I want to express my warm welcome to Admiral 
Stump, and I want to express on behalf of Mrs. Smith and myself 
to him and his good wife our deepest appreciation for his being here. 
We have been warm personal friends for many years. 

Admiral Stump. We feel the same way about the Smiths, sir. 

Senator SmirH. Thank you. 


STATEMENT OF ADM. FELIX B. STUMP, USN, COMMANDER IN CHIEF, 
PACIFIC; ACCOMPANIED BY MANSFIELD D. SPRAGUE, ASSISTANT 
SECRETARY OF DEFENSE (INTERNATIONAL SECURITY AFFAIRS) 


Admiral Stump. Mr. Chairman, I will, with your permission, read 
this statement that I have here. Then I will have a very few words 
to add after I have completed. 


FOREIGN AID NECESSARY TO SURVIVAL 


In appearing before this committee, I wish to state that in my con- 
sidered opinion foreign military and economic aid are absolutely 
necessary to the survival of the United States. If our military and 
economic aid is denied to some of the countries of Asia, the time would 
be very short indeed before those countries would be forced to join 
the Communist bloc. For others the time factor would be longer, but 
the ultimate result would be the same. 

In past years before this committee, I have described the Communist 
military threat in this area and the Communist power in Asia. 
Communist power in Asia continues to grow at a fast pace, not so 
much in manpower as in increasing numbers of modern weapons of 
war which improve the enemy striking capabilities. ‘The Communist 
Chinese Forces as well as Soviet Forces in the Far East have been 
supplied with newer types of jet aircraft in increasing quantities, 
and with modern submarines. At the same time, the forces of the 
free world have pursued a program of modernization. But aside from 
the increase in actual Communist military strength, there are other 
aspects of Communist imperialism that must be considered. 

In the Communist view the conquest of Asia is a step by step process 
with southeast Asia high on their list of objectives. In the first place 
southeast Asia has that which the Communists badly need—food and 
raw materials. This would be complementary to the industrial com- 
plex which they are trying to build in China. Possession of southeast 
Asia would also open the door to Indonesia which has important re- 
sources of raw materials. Furthermore, another Communist objective 
is to woo Japan away from the side of the free world. Japan needs 
raw materials and food, as well as a market for her manufactured 
goods. Southeast Asia could provide both. 

In 1924 Lenin said: 

First we will take Eastern Europe, next the masses of Asia and finally we 
will encircle the last bastion of capitalism, the United States. We shall not 
have to attack it, it will fall like overripe fruit in our hands. 

It has been said many times that the road to Paris lies through 
Peiping. The impact of a Communist takeover of all of Asia on the 
free world is not appreciated by many people. Western Europe 
would be increasingly dependent on the United States. Economically, 








MUTUAL SECURITY ACT OF 1958 103 


the United States itself would lose billions in investments in these 
areas as well as losing the forward bases which serve to protect us. 
A great many of the world’s minerals come from southeast Asia, and, 
were they to be lost, the United States would require replacements 
by costly synthetics or development of costly resources elsewhere. 
The biggest factor, however, is the manpower available to communism 
which could about double within a few years. Manpowerwise we are 
already greatly outnumbered but we would be even more so were this 
to happen. With these accumulated materials and manpower Com- 
munist production could well outstrip the United States. These are 
projections of what could happen were the Communists to take over 
this part of Asia. The point is that, although the loss of Asia would 
have a most unfavorable impact upon the United States, even more 
importantly the Communists stand to gain immeasurably—econom- 
ically, sociologically, and politically—from the conquest of Asia. 


IMPORTANCE OF MILITARY ASSISTANCE PROGRAM IN THE FAR EAST 


Taken in this context there are, it seems to me, a number of mis- 
understandings about our mutual assistance program in the Far 
East, particularly military assistance. These aspects are of particu- 
lar importance at this time. The objectives of our aid programs in the 
Far East have been to develop friendly stable governments and to 
prevent their coming under Communist domination. The United 
States military assistance program in these countries has simply been 
a case of first things first. We have tried to provide both the older 
nations and the newborn countries of Asia with the means first to es- 
tablish and maintain their internal security and second, in so doing, 
to present a strong deterrent to the inroads of communism. With- 
out these means many of these nations would have collapsed. 

Since the Communist seizure of the Tachens in February 1955 they 
have undertaken no new military adventure in free Asia. This fact 
is the best proof of the success of the military assistance program. 
Whenever the Communists see a government which has not the 
strength to resist, they will attempt a whirlwind or “walk-in” con- 
quest. They believe that such conquests can be glossed over in much 
the way that Czechoslovakia or one of their other conquests was 
glossed over and will soon be forgotten in the rush of world events. 
It therefore is our objective to make these countries strong enough 
that the Communists will not be able to “walk-in”. Rather if they 
do make the attempt there will be enough resistance to allow time to 
invoke the U. N. Charter or other alliances and to bring in United 
States and allied assistance. Once this action occurs, the road is no 
longer easy as far as the Communists are concerned. If there is 
enough resistance to their aggression, they may not attempt it. 

The military assistance program in the Far East and southeast Asia 
has been most successful even though it is just now becoming appar- 
ent. The Communist threat will continue unabated for the foresee- 
able future. Communism will continue to nibble at the non-Com- 
munist world. We must stop these nibblings in every way we can. 
The foreign aid program is a precision tool to accomplish this pur- 
pose. For the next few years most of these Asian countries will be 
unable to maintain the essential forces required to hold the Commu- 
nist threat. in check without our assistance. Additionally, some of 


238578— 588 





104 MUTUAL SECURITY ACT OF 1958 


these forces will have to be modernized. Originally these forces were 
equipped with World War II type equipment, ships, and arms. This 

uipment is gradually becoming obsolescent, worn out. Attrition 
alone will make some replacement mandatory. It will necessitate a 
maintenance and replacement program which will have to be carried 
on over the next few years with some new types of equipment added 
in some cases. 

The situation in the Far East is far from stable. If it were stable, 
I would be among the first to recommend a reduction of military as- 
sistance as well as economic aid and economic loans. But I feel that 
for the present, maintenance of these forces is both critical and essen- 
tial. I know of no other alternative if this area is to remain free. 
For this reason I believe that military assistance must be continued 
at a reasonable level for the Far East for the next few years at least. 
We have made, in my opinion, an investment which has paid excel- 
lent dividends so far. It will continue to pay dividends both in terms 
of the security of these nations and the rest of the free world. We 
cannot afford to let this investment lapse by default. 


PROCUREMENT OF AUTOMOTIVE EQUIPMENT IN JAPAN 


Mr. Chairman, may I add that I read in the paper this morning an 
article which questioned the advisability of United States procure- 
ment of certain automotive equipment in Japan, and I would like to 
just say a word in explanation of that. 

As you know, in all these countries where we have been giving aid 
the automotive equipment and vehicles consist entirely of World 
War II types. A great many of these are wearing out and are now 


useless. So we have an overhaul program in Japan where labor is 
cheap and where the distance is not so great that we cannot move these 
vehicles. We are endeavoring to repair perhaps 2 out of 3. 

In other words, we will take in 3 vehicles and try to turn out 2 in 
an overhauled condition by cannibalizing the third. Also by manu- 
facturing in Japan, where it can be done in small quantities at reason- 
able cost, certain spare parts can be made that are not available in 
the United States. We could not get an American motor company 
to make just a few thousand spare parts. The cost would be pro- 
hibitive. Also, we do need some replacement vehicles in addition 
because we only get 2 out of 3 of the ones we overhaul. That again 
means that it would be impossible or almost prohibitive in cost to 
buy the small numbers that we would require in United States auto- 
mobile factories. They simply cannot retool and go back and make 
a few hundred or even a few thousand vehicles of a type that they 
have discontinued for many years. 

The Cuarrman. But I should think the trouble with that would 
be that all the automobiles are apt to give out in the same part. 

Admiral Stump. That is very true. They do largely, but there 
again we can get those parts built in Japan in their little shops with 
a great deal of hand labor. 

The Cuarrman. When a vehicle breaks down you cannot take the 
parts from those others, because they will break down in the same 
place or will have broken down already. 

Admiral Stump. That occurs in the case of some parts unquestion- 
ably. We are able to procure those parts in Japan in the quantities 
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required at a reasonable cost where we could not get them at all in 
the United States. 


CAPABILITY OF PRESENT FORCES IN FAR EAST 


The Carman. I think we might ask you some questions. I will 
begin with just a few and then ‘let Mr. Smith and Mr. Aiken ask 
questions. 

Are you satisfied with the capability of the forces under your com- 
mand to carry out the missions assigned to them ? 

Admiral Srume. Do I feel that I have sufficient forces to carry out 
the missions assigned ? 

The CHarrMan. Yes, at the present time. 

Admiral Stump. Senator Green, I do not know of any military 
commander who has ever thought he had sufficient forces to do what 
he is supposed to do. 

The CHarman. Never. 

Senator Smirx. He would not admit it if he did. 

Admiral Stump. No, because there is no definite answer to that 
question. We can never predict just what will happen. 

The CuHatrMan. Well, let me modify my question by saying reason- 
ably satisfied. 

Admiral Stump. I think we are reasonably well off in our own 
forces. 

The CHairMan. You cannot expect to be perfect. 

Admiral Srump. But there have been some reductions that I have 
opposed very much and think we were rather shortsighted to have 
had made. 


EFFECT OF NEW WEAPONS ON PRESENT STRENGTH 


The Cuatrman. There are some additions that perhaps have been 
made. 

Admiral Stump. We have had additional strength in more modern 
weapons but I always feel that the Russians and the Chinese are 
going : ahead too. So Iam sometimes a little perturbed. 

The Cuatrman. Isn’t that one of the problems that affects us in 
this instance and in other instances too, that the new weapons are 
coming along almost faster than the old ones are being produced, so 
that we are never up to date ? 

Admiral Stump. We never will be as long as science goes on the way 
itisnow. There will always be new weapons. 

The CuamrmMan. They may cease to be useful before they are ready 
for use. 

Admiral Stump. That would hardly occur, sir, because our potential 
enemies are having that same problem. 

The CHarrMan. Well, are they ? 

Admiral Srume. I’m sure they are. 

The CuarrMan. Well, in general, but perhaps they are doing faster 
work than we are. Speed of production has something to do with it. 

Admiral Stump. I rather doubt it. I think we can produce faster 
than they can when we once get started. 

The Cnatrman. Are we holding our own with respect to speed and 
ingenuity applied to new weapons ¢ 
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Admiral Stump. Yes, I think we are and it is absolutely necessary 
for the American people to realize the necessity of continuing to do so. 
But I am satisfied now that we have better weapons than the enemy. 
I am equally sure that if we do not keep on our toes and keep our 
scientific development and new procurement, that it will stop being 
the case and we will fall behind. 


MODERNIZATION OF FORCES IN KOREA 


The Cuatrman. Take a specific instance. What progress has been 
made in modernizing the equipment of the Korean forces and the 
American forces in Korea ? 

Admiral Stump. We have made modernization. We have intro- 
duced new weapons. 

The CuarrmMan. Would you rather defer your answer ? 

Admiral Stump. I would rather talk more frankly in closed session 
on that than I can in public, sir. 
wie \ enor rues Are there any other United Nations forces still in 

orea ? 

Admiral Stump. Yes, there are, but just token forces. 

The Cuatrman. Which countries? 

Admiral Stump. I would like to check that. 

Thailand, Turkey, and the United Kingdom have small forces. The 
Philippines has representation in the honor guard. 

The Cuarrman. Is the United Kingdom the only one? 

Admiral Stump. No,sir. Thailand, Turkey, United Kingdom, and 
the Philippines. Most of those forces have been reduced to such a 
small number that they are really just token forces to show their con- 
tinued unity with the United Nations in the job they are doing. 

The Cuamman. Then the United States is the only one that has 
more than token forces? 

Admiral Stump. Yes, sir, we have two divisions there. Turkey has 
a brigade. 

The CHarrman. I won’t ask any more questions now. I will defer 
them until later. 

Mr. Smith, have you any questions? 


ADEQUACY OF FORCES IN KOREA AND PRESENT THREAT 


Senator Smiru. I have some questions on that last pom You feel 
that the forces of the Republic of Korea are adequately equipped and 
oS up now to take care of themselves in case of trouble there? 

m 


iral Srumr. I think they can until we would have time to come: 


in and back them up further. 

Senator Smirn. We have two divisions there, you say. 

Admiral Srump. Yes, sir. 

Senator Smrru. And that would hold until we got more. 

Admiral Stump. Two of the new pentomic divisions. 

Senator Smirn. In that connection, do you see any immediate threat 
of North Korea moving down with Red Chinese aid, or do you think 
the situation is on an even keel for the moment ? 

We are deterring them by our readiness to act ? 


Admiral Stump. I think we are deterring them by our readiness to: 
act. I think they feel now they can gain more without starting a war 
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of aggression, by infiltration and propaganda and so forth. Of course 
I cannot predict what Communists might do. But I feel that our 
forces as presently organized and supported, both Republic of Korea 
and United States, are sufficient in Korea to deter aggression, and to 
take care of it until we could get more help in if aggression did occur 
on an all-out scale. 

REUNIFICATION OF KOREA 


Senator Smrru. Do you have any evidence that the North Korean 
people, as distinguished from the Chinese and other Communists 
there, would like to be reunited with the South Korean people, and 
be in what you might call the western group rather than in the Com- 
munist group ? 

Admiral Srump. Well, sir, I know that there are some who are 
still escaping to South Korea, and from what they say, Korea is just 
like other countries. It is a small minority, even as it is in Russia, 
of Communists who are running things, and many of the people who 
are not Communists simply follow along because they have to eat. 
I think if you could have an honest vote in North Korea, they would 
vote not to be Communist. But that is impossible. 

Senator Smiru. It does not look as though that is possible at all, any 
more than in Germany. 

Admiral Stump. No, sir. 

Senator Smiru. Admiral Stump, you are familiar with what we 
call the presentation book that was prepared covering the military 
program ? 

Admiral Stump. I have seen it. I wouldn’t say I was too familiar 
with it, sir. 

Senator Smirn. I want to ask you a couple of questions based on 
what appears in this book. 


SIZE OF MAAG IN VIETNAM 


One of them is this: The presentation book on page 133 shows an 
increase in the Military Assistance Advisory Group (MAAG) 
strength in Vietnam from 514 United States members in 1957 to 
736 in 1958. The question is, was not the size of MAAG limited by 
the Geneva accord ¢ 

Admiral Stumr. There has not been that increase in MAAG, sir. 
There is still 342 in the MAAG which we had when the Geneva accord 
went into effect. 

However, we instituted a program out there of surveying all the 
surplus equipment that was in there as a result of the war, which 
stopped when the Geneva accord went into effect, an idea of sorting 
it out, and that which was fit to use, filling in the requirements of the 
Vietnam Army, or shipping it out of Vietnam to be used elsewhere, 
and those additional ones shown there over the 342 are part of that 
group which are not actually MAAG personnel. 

We call them temporary equipment recovery mission. 

Senator Smirn. These documents cite that we had a MAAG 
strength, United States military, 1957, of 514, and in 1958, 736. 

Admiral Stumr. That ought to be separated. 

Senator Smirn. It could not be charged to be a violation of the 
Geneva accord ? 
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Admiral Stump. No, sir. 

Senator Smiru. That is what I wanted to find out. 

Admiral Srume. Senator, there wouldn’t be any violation of the 
Geneva accord if we put 1,000 or 1,500 in there; but that is another 
question. 

Senator Smiru. I have another question here, also based on the 
Presentation Book. 


SHOULD THE UNITED STATES PUT MORE EMPHASIS ON ECONOMIC 
ASSISTANCE? 


At the recent SEATO Council meeting the diversion of Communist 
activities from the military to the nonmilitary field has been empha- 
sized. 

I have been studying that myself. It has been said by some it is 
simply a continuance of the policy started during the last SEATO 
meeting. I assume you were at that meeting? 

Admiral Stump. Yes, sir. 

Senator Smirn. In the proposed mutual security program for fiscal 
year 1959, military assistance for the Far East totals $606 million, 
compared to $665 million for 1958; economic assistance totals $624 
million for 1959, including $595 million in defense support, as com- 
pared to $675 million for 1958, including $532 million in defense sup- 
port. Should our own activities like those of the Communists put 
more emphasis on economic matters? That is, in a way, arising from 
this SEATO meeting. 

Admiral Srume. I don’t think it arises from the SEATO thing, 
sir. I think in some countries military assistance would be useless 
without economic assistance. One such country is Korea. Another 
one is Vietnam. 

Senator Smirn. You are speaking now of what we used to call 
defense support, isn’t that right ? 

Admiral irae: Yes, sir. 

Senator Smirn. Those countries need defense support in addition 
to military assistance. 

Admiral Srumr. That is right. Also in addition to defense sup- 
port they do need some economic assistance to keep from having such 
a terrific inflation that they could not do their part in supporting their 
armed forces and could not feed themselves. That is a matter that 
I feel perhaps others can speak on much better than I can. 

I can talk more about the direct military aid than anything else. I 
do not have much to do with the other part, except I do know that 
military aid to some countries would be useless without some defense 
mEpor and perhaps economic aid in addition to that. 

enator Smirs. I was very much encouraged by the report from 
SEATO that we were giving attention to these factors as well as the 
purely military. When we started SEATO, I was there at the signing 
of it, it seemed to me we put most of our emphasis on the military 
aspects. 

Admiral Stume. Australia is giving money to economic assistance 
in southeast Asia. Foreign Minister Casey, the Minister for External 
Affairs, as he is called, announced that Australia would practically 
double their contribution next year over what they gave last year. 

Senator Smirn. I think that is very good news. 
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Admiral Stume. Yes, sir. 
RELATIONSHIPS BETWEEN ASIAN PEOPLE AND OUR ARMED FORCES 


Senator Smiru. Some questions have been given to me to submit to 
you. What steps have been taken to improve the relations between 
United States armed forces and the Asian people since the events of 
last year? To put it another way, what is the relation between our 
armed forces and the Asian people out there? Are they pretty good? 

Admiral Srume. Senator, I think they are excellent. Whenever 
we know of cases or personages who do things that do not contribute 
to better relationships between the United States and the people who 
live in the country, we pull them out right away. We give them in- 
structions before they go in there as to how to get along and what to 
do. We have a public. ation that we put out on e: ch country that 
describes the habits and customs of the country which our people are 
warned not to violate but to fall in with. I think there has been a 
great improv ement that way. 

Senator Samira. Do you think there is any backfire from the in- 
cidents in Japan and Taiwan last year? 

Admiral Stump. None whatever, sir. 

Senator Smirn. You think that it is getting pretty well cleared 
up ¢ 

Admiral Stump. I think we are in very good shape. There is a 
very good relationship between the C hinese and the Americans, and 
in general i in Japan. With the exception of the Socialist-Communist 
influence, agitators, there is a very nice feeling in Japan, and a par- 
ticularly ood one in the Philippines. 

Senator Smirn. I am very glad to hear that. I was unfortunate 
in not getting out there last year. I hoped to see how it was going 
because we were very much concerned over those incidents, which 
caused hard feeling, apparently. 

Admiral Stump. We would like very much to have you, Senator. 
However, I do not want to have to keep up with you like I did the 
last time or you will run me down. 


COMMUNIST STRENGTH IN THE FAR EAST 


Senator Smirn. Now would you comment on reports that keep 
coming to us of growing Red Chinese and Russian submarine fleets 
off the Asian coast? ( ‘ompared to what it was a year ago, what is 
the status now, in your judgment, of the situation around Formosa, 
the growing forces of Red China, the threat to Quemoy and Matsu 
and all of that? 

Admiral Srump. As far as the submarines are concerned, the Rus- 
sians have turned over a number of submarines to the Chinese. We 
haven’t seen any evidence yet that they are ready to operate them, 
but we, of course, know of a very large increase in numbers of Rus- 
sian submarines in the Far East operating out of Siberia. Some of 
them are long-range submarines, others medium-range submarines. 
They are quite new. They are not old equipment at all. 

Now as regards the question about the offshore islands. As you 
know, they completed the railroad down to Amoy. For the first time 
in the history of China, they now have a railroad which goes down 
to the port of Amoy. The road to Fuchow is already graded as far 





110 MUTUAL SECURITY ACT OF 1958 


as Fuchow. The rails have not teen laid all the way so it is not yet 
in use. 

But that, of course, allows them to transport equipment and sup- 
— which they previously would have had to bring in on coolie- 

ack or move by junk up and down the coast, when they could get by. 

Senator Smirn. Does that suggest a military preparation ? 

Admiral Srump. It is military and economic both. It certainly 
helps them in a military way. They have also built a system of 
airfields that link Shanghai with Canton. There are no aircraft 
operating from these fields except intermittently, but they can stage 
in there. There has also been a big buildup in the number of Chinese 
Communist modern jet aircraft in the southern part of China versus 
the north, which has continued throughout the past year. 

Senator Smirx. Do you get from your intelligence any indication 
as to the comparative strength of that Chinese Communist air 
strength? 

—— Srump. Yes, sir, I have figures here. I would have to look 
them up. 

Senator Smirn. We will go into that probably when we get into 
the executive session. 

Admiral Stump. Yes, sir. 


ALLIED STRENGTH IN THE FAR EAST 


Senator Smrru. In your opinion, have the armed forces of our 
friends in the Far East been improving in effectiveness? Can you 
eomment on that ? 

Admiral Srume. Of course that varies from country to country. 
Very definitely the armed forces in Vietnam have greatly improved 
in military efficiency in the last year. I was just in Saigon about 3 
weeks ago, and an additional division there has been very carefully 
inspected by Lieutenant General Williams, chief of the military group 
oat his officers. He was very impressed with their weapons utilization 
and the way that they are keeping up their arms and equipment, and 
with the e raven, and training and discipline of the troops. Also in 
free China there has been a very considerable improvement in the past 

ear. 
" They have come up to their objectives on training and so forth. 
In Korea and China there is a severe question on morale because of 
the low rate of pay for the soldiers, even up to generals, where they 
don’t get enough to support their families. That creates a very se- 
rious morale problem. I do not know just what can be done about it. I 
have got the figures. 

Senator Smrru. We are not contributing to that at the present 
time. 

Admiral Srump. Not directly, sir. Unquestionably without de- 
fense support and some economic aid to those countries, they could 
not even pay what they are paying now. The effectiveness of the 
Korean forces has been maintained very well. There again we have 
had a lot of instances of theft which has caused trouble between our 
people and has been played up in the press where they have sometimes 
gone too far in stopping some of this theft. But in general there is a 
very close cooperation, and actually Koreans are living right with our 
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people in the same compounds, and intermixing in the same units and 
soforth. They are very friendly. 


SITUATION IN VIETNAM 


Senator Smrru. Do you feel satisfied militarily with the situation 
in South Vietnam, the Saigon area? What do you have in forces as 
against those in North Vietnam and the Hanoi area? 

Admiral Srumr. The North Vietnam or the Viet-Cong, as they 
have started calling them, they used to be Viet-Minh, are much strong- 
er than the South Vietnam is. They have about twice as many sol- 
diers on active duty and besides that in North Vietnam they have 
some reserves of about 200,000, whereas the South Vietnam Army as 
you know is about 150,000. 

They are much stronger. They have reequipped themselves from 
China, and there is no doubt that they could march clear across South 
Vietnam. 

Senator Smiru. You mean from Russia via China perhaps ? 

Admiral Stump. That is right; yes. They could undoubtedly win 
a war if we did not come in to help. But I do think that the terrain 
being what it is that the army of South Vietnam could delay them 
long enough for them to get help from the outside. 

Senator Smiru. As I recall it, when I was there a few years ago, 
you were there and we went north, didn’t we, up to the area now 
occupied ¢ 

Admiral Srumpe. That is right. They were talking about that when 
I was out there. 

IMPORTANCE OF SOUTHEAST ASIA 


Senator Smrru. In your opinion, could the free world afford to 
lessen its armed forces in southeast Asia? 

Admiral Srump. No, sir; I do not think so. 

Senator Smiru. You think we have got to stand pat with what we 
have now ? 

Admiral Stump. I think we are very marginal. I think we should 
be stronger in the Far East than we are today. And I think it is 
vitally necessary to the security. Ido not think the United States can 
resist communism if we eventually lost Asia and I think we will lose 
Asia without aid. It is that simple to me. 

Senator Smirn. I want to have a man of your experience confirm 
that. People say, “Why bother with Asia? It is a long way off.” 
We have to get that across to the American people. In your judgment, 
Asia is vital to the whole picture of the Communist movement. 

Admiral Stump. I do not think Europe and the Middle East could 
survive without Asia. That would isolate the United States, and the 
United States could not survive. The world has gotten too small and 
we have gotten too interdependent. 

Senator Smiru. Then these predictions that you quote of the early 
Russian revolutionists really would be true if we do not watch our 
step. 

Admiral Stump. I think it would absolutely be true. 

Senator Smiru. The back-door approach from the Far East. 

Admiral Stumr. That is right. 
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CAN WE AFFORD TO REDUCE AID TO FAR EAST? 


Senator Smrru. This next question is the same. Can we afford to 
reduce our military assistance and defense supports programs in the 
Far East? You think what we are asking for in the legislation this 
year is fully justified ? 

Admiral Srume. I do not think Secretary Sprague asked for enough, 
sir. 

Senator Smrru. I see he is sitting here. Have you any comment on 
that, Secretary Sprague? Have you asked for enough, Secretary 
Sprague ? 

Mr. Spracue. Senator, it is an austere program. Of course when 
we prepare our programs for submission through the normal executive- 
branch channels to the President for the submission to C ongress, we 
have to take into consideration a lot of factors, economic as well as 
military. 

It is an austere program. I think, though, that it meets the require- 
ments of a military assistance program which will at least accomplish 
the long-range objectives on a yearly basis which will augment the 
Joint Chiefs of Staff strategic force objectives. 

Admiral Srump. Senator, could I say that there has been a tre- 
mendous improvement, as I see it from my end, in the administration 
of defense aid since Secretary Sprague took over. He has some very 
wonderful assistants, and they have been out to my headquarters and 
out in the Far East. One of his top assistants attended the SE ATO 
meeting and is now traveling through the area. He was also at Taipei 
at the Ambassadors’ Conference and they know more about what is 
going on than used to be the case. We get quicker action and I get 
answers when I want them. I do not have to wait for months and 
months and months to get them. I wasn’t being critical of Secretary 
Sprague when I said what I did a minute ago. 

Senator Smirn. I am very glad to hear that. We have been con- 
cerned, of course, about the Far East, the possibilities out there, the 
danger spots and so forth, and I really g get a little feeling of optimism 
from your testimony, Admiral Stump. 

Iam glad to get it. 

Admiral Srumr. I hope the American people do not get too opti- 
mistic. 

Senator Smirn. I don’t want them to get to the place where they 
think we are riding high and we can slash the amounts of our aid. T 
think it is best for all of you to come in and give your best judgment 
as to what we need for this program. Then we shouldn’t have the 
attempts to make an across-the-table slash. 

Last year we cut something like a billion dollars. I don’t want 
to see that happen this year if this figure which we are working on is 
the right figure. We have to make as much noise as we can about that. 

It has to do with the security of this country and the safety of future 
civilization. Ithink it is as serious as that. 

Admiral Stump. That is right; and, as far as the Far East is con- 
cerned, I think we are asking for absolutely the minimum that we can 
do the job with. 

We really have opposition. The Soviets are moving in with their 
type of aid and bribery and subversion and so forth, and we just have 
to resist it. I believe we can. I think the United States can stay 
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free, but we are thrust in the position of world leadership which we 
don’t like but we are the only one than can take it. 

Mr. Spracue. I might comment, Senator, to this effect. I think a 
lot of people have the conception that the administration asks for 
more money than it needs, with the expectation that the request will 
be cut. 

Senator Smiru. That has been said. 

Mr. Sprague. As a matter of fact, if we were to request of the 
Congress the items which the military assistance advisory groups 
in the field recommend for the military assistance program which 
are channeled through the unified commanders, the request for mili- 
tary assistance w ould be at least twice and probably closer to three 
times as much as the amount we are actually asking. 

So really what we are asking for is an amount which will permit 
us to fulfill the highest priority requirements and not all of the re- 
quirements that the countries need for their forces. 

Senator Smirn. Of course, there are two steps here. We have to 
get our authorization legislation, as you understand, and then the 
matter goes to the Appropriations Committee, and the attack comes 
from both those sources. I am very concerned about that. 

Admiral Stump. What Secretary Sprague just said backs up what 
I said, that I didn’t think he asked for enough. 


RED CHINA STRENGTH 


Senator Smirn. I have another question here, Admiral Stump. 
What are your impressions of the capabilities of the Red China forces 
now ? 

Of course, Russia is equipping them, but what are the Red China 
forces? Are they well trained? Are they skillful troops? Are they 
stronger than our forces would be in case of a conflict in that area ? 

Admiral Srumr. They are much better trained and better equipped 
than they were during the Korean war. They have improved their 
equipment tremendously and their training, and their discipline. 

Senator Smiru. Modern planes? 

Admiral Stump. Particularly in aircraft, yes. 

Senator Smrru. Particularly ? 

Admiral Stump. We have seen the latest type of Russian jet fight- 
ers operated by the Chinese Communist air force. 

Senator Smiru. Is there any evidence of missiles on their side? 

Admiral Stump. We do have evidence of what looked like mis- 
sile sites, but no evidence of the actual firing of any missiles. Whether 
they have them or not, I do not know. 


STATUS OF UNITED STATES FORCES IN FORMOSA 


Senator Smirn. I have one more question here that appeared in 
the news. This says: 

Foreign Minister Geore Yeh told the legislative Hwan on February 20 that 
the Chinese and American Governments had narrowed down differences in 


their negotiations over the status of American Armed Forces stationed in free 
China and that an agreement would be concluded in due course. 
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I wasn’t personally aware of the fact that we were having some dif- 
ferences on the question of the status of the Armed Forces. Is this a 
routine get-together or is this really news ? 

Admiral Srump. I think that is something that we will iron out all 
right with them. We have not yet concluded negotiations of a status- 
of-forces agreement with the Chinese. When concluded, this agree- 
ment will govern the question of jurisdiction over the United States 
Armed Forces there, as distinguished from our military assistance 
personnel, who will continue to be governed by the MAAG agree- 
ments. As you know, we have the 13th Air Force there, a part of it, 
who are based there. 

Senator Smrru. Based in Taipei ? 

Admiral Stump. Based down south of Taipei. 

Senator Smrrn. But on Formosa ? 

Admiral Stump. Yes, sir. 

Senator Smirx. You are not speaking now of the Okinawan in- 
stallations? 

Admiral Stump. No, sir. I am talking of the installation on Tai- 
wan. We haven’t had any trouble except that one incident which 
occurred at the Embassy. That one trial that occurred as you will 
remember. 

Senator Smiru. Yes. 

Admiral Stump. But the relationships are good. Mr. Yeh was re- 
ferring to certain differences between the two sides in the negotiation 
of the status-of-forces agreement. Pending the conclusion of this 
agreement, the United States forces in Taiwan have been accorded the 
privileges and immunities granted to military assistance personnel by 
the MAAG agreements. 

Senator Smirx. Thank you very much. Thank you, Mr. Chair- 
man. 

The CHarrman. Have you any questions to ask, Mr. Fulbright? 

Senator Futrrient. Mr. Chairman, I would like to ask 1 or 2 ques- 
tions. 

The Cuarrman. May I say before you begin that this will be the end 
of the open hearing. Then we will go into executive session and you 
can ask other questions. Some questions have been put off until we go 
into executive session. 


IS WAR IN FAR EAST LIKELY? 


Senator Fursrient. I didn’t intend to ask very many questions. I 
wonder if the admiral had given his view as to what he thinks the 
probabilities are of war in the Far East? 

Admiral Stump. Senator Fulbright, I don’t think there will be any 
war as long as we maintain a posture of, first, sufficient forces avail- 
able to come instantly to the aid in case of Communist aggression, and, 
second, a definite posture of intent to act immediately. Our treaties, 
our SEATO treaty, for instance, says that the signatory powers in 
case of Communist aggression will act in accordance with their con- 
stitutional processes. 

Secretary Dulles at Bangkok, again at Karachi, and again at Can- 
berra, stressed that the word “act” meant just what it said. That all 
countries would act immediately to assist. As long as we show the 
intent to do that and they are not doubtful about our having the 
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necessary determination, I don’t believe there will be any Communist 
aggression. 

can’t say so because I don’t know what they are going to do next. 
But I don’t believe there will be. But I do believe any weak thing 


on our part would invite such aggression. 


VALUE OF SCHOLARSHIP PROGRAMS 


And may I tell you, sir, that at SEATO and other places in talk- 
ing with Prince Wan who is the Foreign Minister of ‘Thailand, and 
in talking with President Ngo Dinh Dien, the name Fulbright is 
possibly as well known as any other name in that part of the world 
on account of the Fulbright scholarship. ‘They are very sorry to see 
that that is kind of running out. 

Senator Smiru. It will be kept in some form, I think. 

Admiral Stump. Yes. 

Senator Smrrn. All of our scholarship programs have been very 
successful. Excuse me, Senator Fulbright. 

Senator Futsricut. I am glad to hear you say that, and as you 
have said, they are running out in places, because the Congress, the 
House of Representatives, or, to be more specific, the Appropriations 
Committee of the House of Representatives, refuse to authorize suffi- 
cient money for that. I guess you know that. 

Admiral Stump. Yes, sir. 

Senator Futsricut. It is not the fault of this committee or the 
Senate. We, last year, authorized $24 million, the House Appropria- 
tions Committee cut it to $17.5 million and we were able to get only 
$20,800,000 plus some Public Law 480 funds. 


DANGER OF LOSS OF FAR EAST BY INTERNAL COLLAPSE 


I am glad you said that because it is leading to the question I wish 
toask. You feel, if I understand it properly, that there is little likeli- 
hood of war as long as we maintain a reasonable military force. That 
doesn’t solve the question at all. There is still likelihood that they 
will go Communist through such internal collapse as is apparently 
occurring, or about to occur, in Indochina, isn’t that so? 

Admiral Stump. That is right, sir. 

Senator Futsricur. And you can’t meet that with military means, 
can you? 

Admiral Stump. No, sir. It is helped by military means, of course. 


VALUE OF EXCHANGE PROGRAMS 


Senator Futsricut. Yes, it gives a certain stability, but just to have 
military means isn’t the whole answer to the problem, is it? 

Admiral Stump. No, sir, it is not. What I referred to and what I 
was thinking about in regard to these Fulbright scholarships, I am 
told that unanimously people from all these countries who come to 
the United States, go to American colleges, appear to go back with 
a stronger sense of friendship for the United States. They are al- 
most native ambassadors from the United States when they go back 
there. They are strongly anti-Communist motivated. 
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I just thought I would tell you that. That is not my line of busi- 
ness, but I was just listening to the conversation of some of these 
foreign ministers in Manila. 

Senator Futsricut. I am very glad to hear you say that. I think 
people such as yourself are more likely to influence the antagonistic 
attitude of the House of Representatives than anyone else, because 
they have respect for military opinion, particularly the opinion of 
those who are in the field, and I think it is very useful for you to say 
that on the record. 

Senator Smith and I have been working on this for, I don’t know 
how long. As you know, he sponsored the Smith-Mundt Act. The 
truth of the matter is, it is the authorization known as the Smith- 
Mundt Act which is the one which the House has been cutting. 

Admiral Srump. Yes, sir. 

Senator Fursrieur. It is the appropriation of the dollar funds 
which has suffered so greatly, and I regret very much that the House 
of Representatives has been so adamant in their attitude toward this 
program. It is a small amount. I noticed in Secretary Sprague’s 
statement yesterday that the Army spent $24 million on bringing some 
army officers here, and their total appropriation for 32 countries in 
the present current year, under the Smith-Mundt Act, is $20,800,000. 
I don’t know why it is the military can get money for nearly anything 
it wants. 

Admiral Srume. The same way, the military people come here 
under that military program also go back. 

Senator Fuupriaur. 1 am for that. I think it is a good thing. 

Admiral Stump. Yes, sir. 

Senator Futsricut. It is one of the best things you can do and I 
am not criticizing it. I pointed out that I didn’t know you had a 
program. 

Without any controversy or question raised, you can spend $24 mil- 
lion; but I can guarantee you, from personal experience, we go through 
terrific struggles to get $20 million for the Fulbright program which 
was authorized as early as 1946, and the Smith-Mundt program of 
1948. 

Mr. Spracue. Senator, we don’t get the money directly for that 
purpose as part of the military assistance program. 

Senator Funsrient. I am very glad you have got the discrimina- 
tion to divert it from less important things. 

Mr. Spraaur. Yes, sir; lam too. I think it is one of the most worth- 
while things we do. Of course, if we had more money for the military 
assistance program, we would definitely do more of this. 

Senator Fursrienr. I didn’t ask you that. Does the money come 
out of this particular program we are now discussing ? 

Mr. Spracue. Yes, sir. 

Admiral Srump. It is a very vitally important part of training 
officers to lead these armies. 


MILITARY VERSUS NONMILITARY ASSISTANCE 


Senator Futsrieut. I come back, and I think you are a good witness 
for it, to this other question about the balance in our program. I can 
appreciate the fact that neither you nor Mr. Sprague feel that your 
primary responsibility is to make the overall judgment as to whether 
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or not too much emphasis is put on military and too little on non- 
military, or vice versa. 

It is your job to get all you can for the military. I assume that 
is your attitude. I think it would be mine if I were in your position. 
It is not your concern, in other words, whether or not the economic 
program is either adequate or being efficiently administered in any 
of these countries. 

Mr. Spracur. No, sir. 

Senator Fursrieut. Isn’t it? 

Mr. Spracur. My official attitude is that the military assistance 
program is a vitally necessary program. I subscribe to it and I 
think it is an austere program. My personal attitude is that we 
ought to spend many times the amount that we do for economic as- 
sistanc e, because down through the next decade, at least, our major 
struggle with communism is going to be in the economic field in the 
undeveloped areas of the world. 

So long as we maintain our military posture of deterrence both in 
our own forces and in our allied for ces, we will not have a war. The 
struggle will shift to the economic field, and every indication is that 
that is where it is going now. 

Senator Fursricut. That is where it is going now. 

Mr. Sprague. I don’t think we spend enough in the economic field. 


QUESTION OF HOW TO DIVIDE LIMITED FUNDS AVAILABLE 


Senator Funsricur. Sitting in your position, you can say that. 
If you were in my position and the position of this committee, would 
you realize that regardless of what your judgment may tell you, there 
is only so much money that is going to be available. We already 
have a ceiling—that presented by the administration. The chances 
are it will be lowered. We can’t say we think more should be for 
this and more for that. We can say it in a speech, we will say, on 
the Fourth of July, but it is meaningless. We have to divide ‘whs at 
we think is available, don’t we ? 

Mr. Sprague. Yes, sir. 

Senator Futsrigutr. And we have to balance various factors within 
that limitation ; you see, it is a very difficult decision under the present 
condition, to what you give prec cedence. What do we do with the avail- 
able money ? That is w hat disturbs me. I don’t think there is a chance 
at all that you will get more than what is requested, of course. The 
chances are the opposite. I notice one important member of this com- 
mittee said he was going to offer an amendment to cut the military, I 
think, $500 million. 

Last year it got through the Senate by the skin of its teeth with 
very little dec rease, as you know, but the overall program was very 
severely cut in the House. 

Mr. Spracue. Yes. 

Senator Fu.sricur. Conditions, I am told—I am talking of politi- 
cal conditions—are much more difficult now than they were last year. 
I am sure you are not so isolated from current events that you don’t 
know that. 

Mr. Sprague. I am very much aware of it, sir. 

Senator Futsricur. So we come down now to whether you think 
or I think that we can spend twice this effectively. I certainly think so 
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in certain fields with which I am familiar. Others, I don’t know. 
The difficult question is how do you divide up what is within practical 
reach? That is why an assessment as to the relative importance of the 
two aspects of this program by such people as you and the admiral 
is very important. 

That is the decision that this committee and the Congress have to 
make very soon. bai ; 

I suppose when it comes down to that kind of a decision, — 
in the military, you will give preference to the military. I woul 
— a to a so. j 

r. Sprague. That is my responsibility, sir. 

Senator Furerieut. That is right, but with that in view then, it 
is up to us, however, to try to balance various factors. The thing that 
concerns me is the gradual erosion of free countries through subver- 
sion and revolution such as the collapse of the existing regime in In- 
donesia, and the events in the Middle East. I don’t like to put myself 
in the position of os you don’t know what you are talking about 
on military matters. Obviously, you know lots more than I do. But 
where do we end up if we give military aid preference and then we 
lose these areas through other means. For example, what if Indonesia 
collapses and goes Communist? Syria and Egypt gradually come 
under the control of Russia. Every day we read that Saudi Arabia 
is tottering. 

This is very serious. It doesn’t do a bit of good to have all the 
arms in the world. You know you are not going to fight under those 
circumstances. You are not willing to fight in Indonesia today. 
Yet, it looks very precarious, doesn’t it ? 

Admiral Srump. Yes, sir. It does. 

Senator Fursricur. That is the question that really concerns us. 
If you have to take a chance one way or the other, hadn’t you better 
give emphasis today, within this limited amount, to the nonmilitary, 
to try to establish stable political regimes ? 

Admiral Stump. Except, of course, if we weren’t strong enough in 
a military way, they would walk across us that way. And we have 
internal subversive problems in a great many of these countries where 
if the military were reduced they would go just the way you fear, 
from internal disruption. 

Senator Fu.srieut. That is the dilemma, that is true, but which 
road do you take? I agree that officially, you have got to take one. 
We can take either one. 

Admiral Srume. I think we have got to take both, Senator, and I 
think we will lose if we don’t take both. 

Senator Futsricut. What you are saying is that we have got to 
have more money. It is not reasonable to think that you are going 
to get more than is in this program. 

dmiral Stumr. It is not reasonable, maybe, to think it, but I 
say this. If the United States doesn’t spend enough money to stop 
communism, we will lose far more in the long run than if we had 
spent it. It is something we just have to do. e don’t like to do it 
in the first place. 

Senator Fursricut. I don’t know that I am even enlightening my- 
self in any of this, but you have to make a choice. The choice is not of 
getting more money than is requested. The fact of the matter is, as 
sure as I am sitting here, that it is going to be less—not through my 
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actions, but I can sense what is going on in the country and in the 
Congress as I read every day. 

What do you do if the amount agreed to is, say, $400 million less 
than what was requested? Are you going to take it out of the military 
or are you going to take it out of the nonmilitary, that is, the economic. 
I don’t think we have a choice of getting any more money. You never 
go above the budget estimate in this Congress. There is only one way 
you can go and that is down. 

Admiral Srume. If the budget estimate isn’t big enough to survive, 
we have lost out. 


PUBLIC OPINION OF FOREIGN AID 


Senator oe There is certainly no assurance that we won't 
lose out. I don’t know that there is any law of nature that requires 
the survival of a country that hasn’t got enough sense to follow the 
right policy, although a lot of Americans act as if they think there 
is such a law and that we will survive regardless of what we do. 

Admiral Stump. That is a very good statement. 

Mr. Spracur. Senator, I think that there is a tendency on the part 
of the American people to support military expenditures, whether it 
is military assistance or for our own Defense Establishment. But I 
don’t think there is an adequate realization through the country of 
the type of struggle that we are going to be engaged in here, and that 
we simply can’t go on spending as much as we have of our gross 
national product for luxuries and for pleasant living in a world where 
it is a question of whether we are going to live at all. 

Senator Fursricnt. | agree with that statement. We have a ver yV 
practical question of what we do. As I say, you know what happened 
last year. You know what this committee did. 

Mr. Spracur. Yes, sir. 

Senator Futsricur. And what the Senate did, and you know what 
happened to the bill in the final analysis. I think the Senate might 
have stood its ground a little longer, but there were many reasons why 
the House prevailed largely in the conference. But, in any case, those 
are the political realities. You feel that it is your duty to harp on it 
in public enough so that maybe you can impress the country with the 
necessity of it. 

The Senate failed to do it last year although the vote for the bill 
was very substantial. This committee, I think, was unanimous, or 
practically so. 

Mr. Spracur. We are trying to do that, sir. Of course, the Presi- 
dent, the former President, the former Secretary of State, the Demo- 
eratic candidate for President the last two times, our Secretary of 
State, certainly, this is a nonpartisan program as evidenced by their 
statements. 

Senator Futsrient. I think that is quite right. 

Mr. Spracut. They have been trying to sell this program. I have 
in my small way w ith 15 or 20 speeches i in the last 6 months on this 
subject around the country. It behooves all of us who believe in 
this program, the economic perhaps even more so than the military, 
because that is where the struggle is going to be won.or lost in my 
opinion. 

We must do everything conceivable to support this, in my view. 

23578 —58——9 
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QUESTION OF GIVING PRESIDENT MORE DISCRETION IN SHIFTING OF FUNDS 


Senator Futsrient. That is a very good statement. Would you 
think it would be advisable to give the President greater flexibility 
to shift funds as he thinks the conditions require? In other words, 
give him greater discretion in shifting of funds within the overall 
amount between one type of military activity and the other, or be- 
tween military and nonmilitary use? 

Mr. Spracue. I won’t oppose that, Senator. 

Senator Futsricut. Do you think it would be a good thing? 

Mr. Spracue. I think the people in the executive branch, subject to 
the final decision of the President, should be intelligent enough to be 
realistic in appraising how these funds can best serve the interests 
of the United States. 

Senator Fursrient. It strikes me it would. I would just like your 
view because conditions can and do change very rapidly, as they have 
in Indonesia, and it might well be extremely useful if we could meet 
it, I would think, by shifting funds. 

I have always felt that he should have considerable discretion. I 
just wonder what your attitude would be. 

Mr. Sprague. I think I have indicated that. 

Senator Futsricur. I believe that is all, Mr. Chairman. 

The CHatrman. Very well. Thank you very much. I think that 
concludes the public session, and I will ask all those representing the 
public to please leave the room and we will go into executive session. 

(Whereupon, at 11:20 a. m., the committee proceeded in Executive 
Session.) 

Admiral Srump. I have a classified statement, Senator. It is just 
the same as the other except it has some things in it that do not appear 
in the other. 

The CHarrMan. Suppose you pick out those for us now. 

(Discussion off the record) [ Deleted}. 

Admiral Stumr. That was a part of the classified addition to my 
original statement. 

Another thing, I have the statement that the biggest factor is the 
manpower available to communism, which could about double within 
a few years. 

(Discussion off the record) [ Deleted ]. 


VIETNAM 


Admiral Stump. Those are the parts of the classified statement that 
I did not have included in the unclassified statement. I might say 
in Vietnam, if Senator Smith would go out there again, he would be 
astonished at the improvement that has taken place. 

It has been beyond what would have been our wildest and most 
optimistic dreams 3 years ago to see what has happened in South 
Vietnam. They are still having trouble in some areas. 

[ Deleted. | 

Senator Smirn. Is the Hoa Hao one of the religious groups in that 
area ? 

Admiral Stump. Yes, sir. The Hoa Hao wasa religious group. It 
is one of the sects which maintained a private army and under the 
French administered certain areas where they collected the taxes and 
put it in their pockets and so on and so forth. 











MUTUAL SECURITY ACT OF 1958 121 


Senator Smirn. Have the rest of those groups been eliminated ? 
Admiral Stump. Very well, the Binh Xuyen and the Cao Dai are 
pretty well eliminated. 
FORMOSA AREA 


The Cuarrman. I am going to ask you a question about a passage 
in the Far East Presentation Book. [Deleted.] Is it the policy of 
the United States to defend the offshore islands in the Formosa area? 

Admiral Stump. Well, sir [deleted], to abandon the offshore is- 
lands [deleted], would destroy the morale of the Chinese people and the 
Chinese military forces, which is a matter of fact. 

And, of course, an army is just as completely destroyed if you destroy 
its morale as if you defeat it in battle. 

For that reason the defense of the offshore islands are important 
because that is the way the Chinese feel about them. 

The Cuarrman. Is that our adopted policy ? 

Admiral Stump. Our adopted policy is to assist in building them 
up to where they can defend the offshore islands; yes, sir. 

The Cuarrman. That is what I mean. 

Admiral Stump. You know the Congress authorized the President 
to defend Formosa and the Pescadores; he was authorized to assist 
in the help of the offshore islands. But I do not think that our policy 
should be to pin ourselves down in a dozen different places to what we 
are going to do in any specific place, because then all the Communists 
have to do is to just stvike us in 5 or 6 different places at once and we 
are committed then. 

Senator Smrrxn. You mean we should keep them guessing. 

Admiral Stume. Keep them guessing; yes. 


JAPANESE MILITARY SITUATION 


The Cuarrman. | Deleted.| What is the Japanese 3-year plan? I 
am not familiar with it. Is it proposed that all United States forces 
be withdrawn from Japan in 3 years? 

Admiral Srump. We have already withdrawn all United States 
Army combat units in Japan. We still have naval forces and Air 
Forces in Japan, but the idea is that if we can get Japan to definitely 
aline itself or continue to aline itself on the side of the free world and 
build up their forces which they have the capability of doing with our 
assistance, then we would like to have Japan take over completely the 
defense of Japan, and let us withdraw our. 

The Cuarman. Is there any agreement to that effect? 

Admiral Srump. I would have to check that. It depends on 
what you mean by agreement, of course. There is no agreement as 
to time. [ Deleted. ] . 

The Cuairman. Then this other is just a purpose of our own, with- 
out any agreement involved. That is what I wanted to ask. 

Admiral Stump. Yes, sir. They promised to do that, but their Diet 
has been a little bit backward in appropriating the necessary money 
to accomplish it, so the thing has lagged somewhat. i , 

The Cuarrman. That little delay is not found alone in Japan. I 
understand our own Government is criticized on the same ground. 

Admiral Srump. Yes, sir. : 
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JAPANESE AID TO SAUDI ARABIA 


The Cuamman. Are the Japanese sending or planning to send aid 
to Saudi Arabia and, if so, what are the conditions 

Admiral Stump. I only know about that from hearsay, sir. There 
are Japanese commercial corporations which have made certain agree- 
ments in that area of the world for supplying technical assistance and 
development. One that I know of is oil wells, drilling oil wells and 
so forth. But I am afraid I am not the best one to answer that ques- 
tion, sir. 

SUPPORT OF LAOTIAN MILITARY FORCES 


The Cuarrman. Very well. Have-you any questions, Mr. Fulbright ¢ 

Senator Futsricutr. Yes. Admiral, I notice that the Presentation 
Book says that we bear the entire cost of supporting the Laotian army. 
It says the average annual cost of maintaining military personnel for 
Laos is $867 per person compared to $719 for Cambodia, $245 for 
Thailand, and $147 for Taiwan. Why is it that we bear the entire 
cost of personnel in Laos ? 

Admiral Stump. Mainly, sir, because Laos does not produce any- 
thing that it can send out. It is a wild country with only 2 million 
people in it, the most sparsely populated country in Southeast Asia ; 
95 percent of them cannot read or write. They did not even have any 
banks there. There wasn’t a bank there until 3 years ago. Therefore, 
they have no way of raising money to buy the things that are required 
by a military force. None is produced in Laos. Therefore, if they 
are going to have any army—they have an army of [deleted simply 
all the money for them has got to come from the United States. They 
cannot raise it locally. 

Senator Fursrient. | Deleted.} What do the French have to do 
with the Laotian Air Force? 

Admiral Stump. The French are still there in Laos. Laos is still 
a part of the French Union. [ Deleted. | 

Senator Futsrigut. Does the French Government nominally have 
control of Laos? 

Admiral Stump. No, sir. It is independent, but closely tied to 
France through the French Union. 

Senator Futsrieut. Do the French contribute anything to the sup- 
port of the Army ? 

Admiral Stump. Yes, they do. Have we got a figure on that? 

Captain Green. No, sir, I haven’t got a figure. They do con- 
tribute. 

Admiral Srumr. They have a training mission and they pay the 
expenses of that training mission. I do not think they furnish 
money for any equipment. 

Senator Futsrieut. Is it correct that they furnish no money to 
support the Laotian Army itself, but only to their own mission ? 

Admiral Stump. That is correct. 


LONG-TERM NEED FOR AID PROGRAMS 


Senator Futsrieut. Admiral, do you think this program of for- 
eign assistance, both military and economic, will continue for a long 
time ? 
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Admiral Srumr. Yes, sir, until they blow up from inside, that is, 
the Communists do. I think that is our only hope. 

Senator Futsricur. Would it be fair to say you think it will con- 
tinue for as long as 10, 20, or 30 years? 

Admiral Srumr. I would like to think it is not as long as 30 years, 
sir, but I certainly think it would be 10. In the modern world 

eople simply have to be better educated to survive than they used to 
be, and I cannot see how Russian scientists and educated people can- 
not question the kind of government that they live under and the 
kind of slavery and regimentation to which they are subjected. I 
just cannot see how they can possibly continue to survive indefinitely, 
and that is our only hope. 

Senator Futsrigut. The Russians have been surviving for four or 
five hundred years under a very similar regime, haven’t they ? 

Admiral Srump. They used to, but they are getting better edu- 
cated. They were pretty uneducated 40 years ago. 

The Cuairman. There are examples in history where a nation has 
gone to pieces owing to that form of government, and also other 
illustrations where they have also gone to pieces under a demo- 
cratic form of government. 

Admiral Stump. That is true. 

The Crairman. So it is very difficult for us to evaluate properly 
all the different arguments for and against. 

Admiral Stump. If we get too luxury-lovin 

The Cuatrman. Especially in view of all the discoveries we are 
making in the physical world. 

Admiral Srump. Yes, sir. 





TRAINING OF UNITED STA'TES PERSONNEL IN FAR EAST 


Senator Futsricur. If you think this will involve a long time, a 
long struggle, quality of the personnel who administer this program 
is rather important, is it not ? 

Admiral Stumr. Very important, sir. 

Senator Futsricut. Have you observed the people who represent 
this country in this Far Eastern area ? 

Admiral Stump. Yes, sir, quite a good deal. 

Senator Futsricut. Would you say that most of the personnel in 
the area speak the language of these countries? 

Admiral Stump. I’m sorry to say that very few of them speak the 
Asian languages, sir. 

Senator Futsrieut. Very few. Do many of them that you have 
seen have any background of the history and culture of these southeast 
Asian countries ? 

Admiral Stump. We give instruction in that, sir. 

Senator Futsricnt. I want you to keep in mind both the military 
and nonmilitary personnel. For the moment, in order to make the 
record clear, let’s start with the economic representatives that you have 
observed. I think you can speak without any invidious comparison 
being made. 

I am not questioning the character of the people who we send to 
that area to administer the programs. I am asking your observations 
about their knowledge of the language, the culture, and the history of 
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these countries. Take any one of them, Laos or Vietnam, for example. 
Generally speaking, have they been trained for that particular duty ¢ 

Admiral Srume. I’m afraid I cannot answer how much they have 
been trained, sir. 

Senator Futsricut. How do they impress you with their knowledge 
of these countries ¢ : 

Admiral Stump. Some of them impress me very favorably with 
regard to their knowledge of the people. Others have appeared to me 
to be not as adept. 

Senator Futsricut. I am not trying to criticize these people, but 
to see what our needs are if it is going to be a long-term program. 
Wouldn’t you recommend that we do something very drastic in the 
preparation of the people who administer these programs ? 

Admiral Srume. I think that the Russians beat us on that. 


UNITED STATES PERSONNEL SPEAKING LANGUAGES OF SOUTHEAST ASIAN 
COUNTRIES 


Senator Futsrigut. You made an observation a moment ago about 
education and its effect there. What about. our own educational sys- 
tem, to which I am coming ? 

Admiral Stump. Yes, sir. 

Senator Futsrient. Do you think our educational system is ade- 
quate to support this kind of foreign program ? 

Admiral Srump. I do not think it has been in the past, sir, but 
we are establishing a school for the military assistance people here 
in Washington to do just what you are speaking of, sir. 

Senator Futsricut. I am glad you mentioned that. I was coming 
to that. I know that you are, and I am very glad you are. 

In the nonmilitary, we have done very little in this field. Did 
you realize that only 50 percent of our Foreign Service officers speak 
any foreign language ? 

Admiral Stump. No, sir. 

Senator Futerigut. Only half of them. 

Half do not speak any foreign language, and of the ones who do 
speak a foreign language, a big percentage speak French, which is 
all right, but French is not the whole problem. I am informed that 
practically none of them speak the languages of these southeastern 
Asian countries. 

Admiral Stumr. I have an officer right here on my staff who speaks 
Urdu. Ihave heard him speak in Urdu. 

Senator Fursricur. I wonder if you could tell us how many in 
the Foreign Service do speak these languages? 

Mr. Sreeves. Senator, this is something which we are very con- 
scious of. I donot have the figures with me at all, but there are many, 
many of our officers in those areas that do speak the language of the 
country, and we are putting more emphasis on it all the time. 

Senator Futsrigut. Are you speaking of military officers ? 

Mr. Sreeves. No, I am speaking now of Foreign Service officers. 

Senator Futsrieut. This is contrary to our information. In fact, 
an article was printed the other day—lI assume it was based upon some 
investigation—to the effect that there are extremely few who speak 
the languages of the southeastern Asian countries. You say there are 
a great many. 
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Mr. Sreeves. There are. 

Senator Futsricgur. Would you mind indicating how many, or 
would you supply that information for the record ¢ 

Mr. Sreeves. [ can certainly get it for the record, because that is 
a well-known fact. But just to give you an illustration of the 
language work being done in those southeast Asian countries: The 
young officer recently assigned to take charge of a little consulate up 
in Hue is a Vietnamese language officer. He has spent years training 
himself in that language and he speaks it quite fluently. 

Senator Futsricur. Just so as to give you the background so you 
can comment on it, and I would like you, if you have any contrary 
information, to supply it, I am reading from a staff study of the 
Committee on Foreign Relations on “Recruitment and Training for 
the Foreign Service,” pages 34 and 35: 

3. Training in world languages. According to the Department’s figures, 50 
percent of the officers in the Foreign Service now lack a useful knowledge of 
any foreign language. This means that 2,300 people need language training 
now. About 200 new Foreign Service officers will be taken in at the bottom 
each year. According to the Department’s figures 70 percent of new officers 
lack any foreign language. This means that 140 of these new officers each 
year will need training. Over the 5-year period this will mean that 700 
FSO-8’s will need language training. Three hundred lateral entries or Foreign 
Service reserve officer appointments will be needed to obtain the planned per- 
sonnel strength of 4,972 in 1962. 

This article that I mentioned—and my memory is not exact on 
this point—I think indicated that out of the whole Foreign Service 
some 37 spoke Japanese, for example, and Japan is one of the most 
important countries. 

Mr. Sreeves. That is right. 

Senator Futsricnr. I do not think it mentioned how many spoke 
the language of Indonesia. What is that language ¢ 

Mr. Sreeves. Bahasa Indonesia, a form of Malay. 

Senator Futsricutr. How many do you know in the Foreign Serv- 
ice that speak that language ? 

Mr. Sreeves. I know of at least 5 or 6. 

Admiral Stump. I think Steeves does for one. 

Mr. Sreeves. [ speak it to a degree, but not well enough to be 
considered fluent. 

Senator Futsrienr. What I was trying to get from you, Admiral, 
is your estimate of our competence to administer these programs 
effectively, and to find out if you think that we need to do work in 
this field, both in languages and in training. You have observed 
the Communists—whether they are Chinese or Russians—in the area. 

Would you say that they are relatively better trained for this 
specific thing than our personnel in the area / 

Admiral Stump. I think they are for that specific thing. 

Senator Futpricur. Don’t you think it is important for us to do 
something to train our people in the languages and in their knowl- 
edge of these countries ? 

Admiral Stump. Yes, I do. 

(The executive branch subsequently submitted the following in- 
formation for inclusion in the record :) 
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LANGUAGE PROFICIENCY OF FOREIGN SERVICE OFFICERS 


The Department’s last survey * of language proficiency indicated that approxi- 
mately 57 percent of the Foreign Service officers have a “useful” speaking and 
reading knowledge of a foreign language. For the purpose of this survey “use- 
ful” was defined as follows: “Sufficient control of the structure and adequate 
vocabulary to handle representation requirements and professional discussions 
within one or more special fields. Able to read nontechnical news items or tech- 
nical writing in a special field.” Approximately 50 percent of the officers have a 
“useful” knowledge of French, Spanish, or German, and these 3 languages are 
either primary or secondary languages in almost half of the countries where 
United States diplomatic and consular establishments are located. There is at- 
tached (table I) a summary of the number of officers who have reached the 
“useful” level of proficiency in the various foreign languages pertaining to present 
Foreign Service activities. This summary also indicates the number of Foreign 
Service officers who have at least a limited knowledge of each language and 
thus are able to use common social expressions or carry on informal conversa- 
tions. Of the latter group, those whose proficiency is below the useful level 
would not be considered competent to conduct negotiations or official repre- 
sentation in the particular foreign language. 

Since inquiries have been made concerning the proficiency of officers assigned 
to South East Asian countries, Indonesia, and India, a special list showing the 
number of such officers who have a “useful” level of proficiency in the language 
of each country is attached (table II). In recognition of the shortage of lan- 
guage skills among officers for these areas, the Department has given special 
emphasis to these needs in its training program. Prior to fiscal year 1958, there 
were 45 officers who had completed intensive, full-time training in languages used 
in South East Asia, Indonesia, and India. There are 40 more officers receiving 
such training now. A summary of training completed and now in process is 
shown in table III: 

In past years, officers who have received intensive full-time training in exotic 
languages have been utilized for a major portion of their time, following com- 
pletion of training, in positions where their language skills had direct applica- 
tion. Full-time utilization of these officers in the same countries appears to be 
neither feasible nor desirable for various reasons, such as need to share hard- 
ship post assignments, health, statutory rotation requirement, and assuring 
functional and area perspective. 

Language skills of the levels needed in the Foreign Service can be acquired 
only after concentrated effort sustained over a period of time. The Depart- 
ment’s new career development and counseling program for Foreign Service 
officers has made provision for reassessing periodically the need for language 
skills in relation to total needs of the Service and for guiding officers in selection 
of languages suited to their planned functional and area development. This 
program, which is carried out in cooperation with the Foreign Service Institute 
and personnel placement officers, represents one of the long-range steps being 
taken to anticipate future needs, including language skills, and to prepare officers 
by means of training, experience, and counseling to meet these needs. 





1 Information is based on the 1957 language survey. Instructions calling for obtaining 
from each officer reappraisal of his current language proficiency were recently drafted and 
are now being sent out. 
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TABLE I. Comparative summary of Foreign Service officer language proficiency 
(based on 1957 survey) 
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TaslLe I.—Comparative summary of Foreign Service officer language proficiency 
(based on 1957 survey)—Continued 
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NOTES 


1. The figures in this table represent language skills; consequently, an officer who is proficient in 2 or more 
languages has been counted under each languige. 

2. The figures in the ‘‘speaking”’ and ‘“‘reading’’ columns will not necessarily balance because an officer’s 
level of speaking proficiency may be higher or lower than reading proficiency. 


TABLE II.—FSO language proficiency in relation to country of assignment 
(southeast Asia, Indonesia, and India) 
Officers with useful 
proficiency and 
Language serving in the area 


In ee 1 

Ne a eal eemaicsleniacbetiaiaae 1 

I whic pineal asda 2 

TABLE III.—Training in languages pertaining to southeast Asia, Indonesia, and 
India (March 1958) 





| 
Officers 
Language trained prior | Officers now 
to fiscal year | in training 
1958 
ss ad ab eb eh penton akusadsouersatocuanaumnrn | 1 
re oa ee ore SS. A. acebanmoeeeresweasnuesouacicoss 2 4 
MRR hee eee ERIC Alen ona bt whareuancd pat ase eee tees bd De ei eee et 
SEDs ois Stnnietpc om te De hepihsiea aint Midge tapi walang cecicare pains nae eesera pane ie) 1 2 
aad Be il ieae nt csi i ae soe ihadidvekelateenaastnamanuneene 1 3 
I oe Ie ne en ea cae way Reem Ng ahh akEan dadh ome bobeatawbenwe qeniane Pau panei Aan 
i a wale mameaaadar ania \ Meeutaamoanhuas 21 | 16 
I ere Ope ee ie oa le baa reas eewanknoen an panne akwana news 8 7 
an a oa ad Smite banana webb aeinmmenes 14 7 








STATE DEPARTMENT POLICY ON ROTATION OF FOREIGN SERVICE OFFICERS 


Senator Futsrient. One other thing. Are you familiar with the 
policy ef the State Department on the rotation of our Foreign Service 
officers ? 

Admiral Stump. No, sir, not in the State Department, not too much. 

Senator Futsricur. Haven’t you noticed how rather rapidly they 
go from one country to another? 

Admiral Stume. Yes, sir, I have. 
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Senator Futsricutr. Have you any comment to make on that policy ¢ 

Admiral Srump. Well, there are some benefits and some faults in 
that rotation. One of the benefits is that the people have a tendency 
to have their sympathies aroused and think when they are assigned to 
a certain country and stay there, they begin to take the viewpoint 
of the country, sometimes to the detriment of the United States. 

I think that is one good reason for moving them fairly frequently, 
so they keep the American viewpoint rather than the viewpoint of the 
country to which they are assigned. But of course, there are other 
cases where we have had ambassadors who have stayed longer and 
certainly have been most effective because of their greater acquaint- 
ance. That is really something sir, that I am not too competent to 
speak on. 

Senator Futsrient. I think you are competent. You know human 
beings. You know how people operate. You have observed, I am 
sure, who is effective and who isn’t. 

The Cuatrman. I have just received word that a vote is being 
taken on the Senate floor so we will have to adjourn for 10 minutes. 

Senator Futprient. Here is an article, Admiral, which I would like 
to have you read while we are away. 

Admiral Srump. Senator, I would say one thing, we have better 
ambassadors on the average now in the Far East than any time since 
I have been out there. 

(Short recess taken.) 

The Carman. Admiral, we are very sorry for the interruption. 
There may be another one; I can’t tell. 

Mr. Fulbright, will you proceed ? 

Senator Funsrient. I do not have many more questions. I don’t 
wish to press you, Admiral, but you are in a very strategic position 
there to observe people, and I am not trying to criticize these individ- 
uals. It is, rather, the system under which they operate that concerns 
me. 
As I say, from my observation in Washington, the foreign repre- 
sentatives who I think are effective are those who stay here long 
enough to become acquainted with our procedures and our traditions 
and the people. I believe that those who come for 2 or 3 years are not 
in a position to do anything effective for their country even though 
they are the finest gentlemen. That was all. 

Admiral Stump. I know. 

Senator Futsrient. For example, take Mr. Allison, I have great 
respect for Mr. Allison. He sojourned in Indonesia for 1 year. It 
is very difficult for me to believe he was able to accomplish a great deal 
although he is a very able career man. I think, in other words, that it 
is a mistake to rotate them as rapidly as we do. And I think that 
tenure has a bearing upon their incentive and ability to prepare them- 
selves in the language and in knowledge of the country. If they 
know they are going to a country with an exotic language that would 
not be useful somewhere else, it would be a most unusual man to at- 
tempt to learn it, wouldn’t it, if he thought he would not be there a 
couple of years? 

Don’t you think that is right ? 

Admiral Stump. I am not applying this to Mr. Allison. I do not 
know why he was removed. That is not my business. But I do 
know that sometimes in our diplomatic representations just as we do 
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in business we sometimes put a man somewhere and there are other 
reasons why he has to leave. It might be health, it might be his wife’s 
health. There are many things that come into it. 

Senator Fuusricut. I use that 1-year term as an extreme example. 

Admiral Stump. Yes, sir. 

Senator Funsrient. The policy is to rotate them, I think, at least 
every 4 years, and quite often every 2 years. 

The Cuarrman. What is the question ? 

Senator Furerieut. I want to know whether he thinks this is bene- 
ficial and a wise policy for us to follow. That is the question. You 
think it is quite all right or not ? 

Admiral Stump. I do not believe I am the one to answer that, sir. 

Senator Futsricut. You do not wish to answer it ? 

Admiral Stump. I will answer anything I can. I do know this. 
That Chip Bohlen is now Ambassador to the Philippines. Of course, 
he speaks excellent Russian. He probably does not need anything 
but English in the Philippines and he is one of the first career men 
who has ever been sent tothe Philippines. I know this,too. That the 
Prime Minister of Australia and the Minister for External Affairs of 
Australia, Casey, told me that they hoped the United States would 
send a career man to Australia. I believe we have our first career 
man in Australia now in Sebald. 

The Cuarrman. But the difficulty of the language does not come in 
there. 

Admiral Sreme. No, sir; it does not, but I think we are using our 
career people in the State Department now to better advantage rather 
than sending political appointees, which is wise, because the countries 
do not appreciate it. It does not always work out very well. I am 
sure that the State Department is aware of the necessity, just as we 
are, in the military for learning the languages, and that is the reason 
we are starting this school for our military assistance personnel which 
will include enough language to get them a start where they can pick 
it up. We also encourage them to study the language wherever they 
are. 

MILITARY ASSISTANCE ADVISORY GROUP SCHOOL 


Senator Futsricur. You say you are starting a school? I thought 
you hadaschool. Are you starting a new school ? 

Admiral Srumpr. It is a school here in Washington. It is now being 
established. 

Senator Funsricur. Describe it a little for the record. I didn’t 
know about that. What is it? 

Mr. Spracue. Senator, it is that military assistance advisory group 
school that I referred to the other day in the record. 

I gave you a copy of our directive on it. We can insert that in 
the record if you would like to have it. It will describe the purposes 
of the school. 

Senator Futsrient. Is it being established primarily to teach lan- 
guages 

Mr. Spracue. No, sir, it is not primarily to teach languages. It is 
primarily designed to acquaint top people in the military assistance 
programs overseas with the program, its relationship to our own de- 
fense, how the program is developed, the relationship of Congress to 
the program, and the method by which the program is operated and 
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coordinated throughout the executive branch. It gives in detail the 
history, background, and culture of the country to which they are 
going, acquaints them with the problems of that country, economic, 
political, sociological, our foreign policy and our attitude toward 
that country and its problems. , 

It will also seek to influence these people by instilling in them the 
desire to learn the language of the country to which they are going. 

Senator Futsricur. These will be regular military personnel? 

Mr. Spracue. Yes, all are regular military officers. 

Senator Futsricut. How many do you expect to be in training in 
this institute ? 

Mr. Spracue. There will be 10 courses a year of a month in dura- 
tion for each course, We are planning to train approximately a third 
of some 3,000 officer personnel involved in the program. 

It would be between 1,000 and 1,200 officers. 

Senator Futsricur. Where will this be set up ? 

Mr. Sprague. It will be in the Washington area, sir. 

Senator Fu.sricnr. Will you have a campus or how will you handle 
the physical site ? 

Mr. Spracve. It is going to be operated 

Senator Futsrieut. In the Pentagon ? 

Mr. Sprague. No; space is available in a private building not far 
from the Pentagon, which presently houses the Department of State 
Foreign Service Institute. It will be operated through a private 
contractor, such as Georgetown, American University, or a similar in- 
stitution. 

Senator Futsrigur. Will they furnish the teachers and all that? 

Mr. Spracur. Many of the teachers will come from the Foreign 
Service Institute as well as people from the Pentagon who are in- 
terested in the work of the military assistance program. 

Senator Futsricur. What is the budget toe this operation ? 

Mr. Spracur. I cannot give you that figure, sir. I do not have it. 
I will be glad to provide it for the record. 

Senator Futsrienr. Please do provide it for the record. I think 
this is very important. 

(The Defense Department subsequently furnished the following in- 
formation for inclusion in the record :) 





Question by Senator Fulbright. “What is the budget for this operation?” 
Answer. The budget for the MAAG School has been established as follows: 


(@) Annual operating costs of the school___........-_____________. $235, 000 
(0) SDT ane travel for studeniidsc it. ok eee 485, 000 
EG etitckndts ede eeb ates eee ee ee 720, 000 


This is the estimated budget and is based upon training from 1,000 to 1,200 
students each year. From a standpoint of actual schooling, the cost would be 
approximately $250 per course per student. The sum included for travel and 
TDY is normal for an operation of this nature and if taken into consideration 
the cost per student would be approximately $720 per course. 

A copy of the proposed curriculum is attached. Generally the purpose of the 
course of instruction is to provide further training to selected Army, Navy, and 
Air Force Officers to insure that they are psychologically prepared to live among, 
and deal effectively with allied nationals in order to further our national in- 
terests; to thoroughly ground these officers in pertinent aspects of United States 
foreign policy ; international affairs; the military assistance program; and how 
these programs are interrelated and applied in general. More specifically, the 
course Will be designed to accomplish the following: 
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(a) Generally prepare military personnel for quasi-diplomatic missions abroad. 

(b) Provide detailed information and instruction on the techniques of pro- 
graming military assistance and rendering training and technical assistance to 
allied military forces and the governments thereof. 

In a course of only 4 weeks duration we cannot allot sufficient time to the 
teaching of languages. Recognizing the importance of language training, we are, 
however, presenting units of instruction covering the desirability of such train- 
ing and means available to the student through the Armed Forces Institute to 
further this activity. There is also a certain amount of language training given 
in the headquarters of our MAAG’s in the host country which the Department of 
Defense will continue to encourage. Some 4 months prior to the student report- 
ing to the school he will receive a packet of instruction material dealing largely 
with the living conditions, history, culture, background, etc., of the host country. 
We are now studying the practicability of including language tapes with this 
packet. We must balance our desires in this matter with the fact that the officer 
selected may be carrying heavy military responsibilities in his current assign- 
ment, thus precluding our providing him an excessive amount of background 
material. 

I am also inclosing a copy of the directive from the Department of Defense, 
authorizing the establishing of the course of instruction. 


Number: 2110.25 
Date: February 20, 1958 
ASD (ISA) 


DEPARTMENT OF DEFENSE INSTRUCTIONS 


Subject: Military Assistance Advisory Group (MAAG) Training Course 
References: (a) DOD Directive 5132.3, “DOD Policy, Organization and Respon- 
sibilities Relating to the Military Assistance Program” 
(b) Deputy Secretary of Defense Memorandum, October 10, 1957, 
subject: Establishment of an Orientation and Training Course 
for Military Assistance Advisory Group (MAAG) Personnel 


I. Authority and Purpose 

Pursuant to authority contained in references (a) and (b), the purposes of 
this Instruction are to: (a) provide for a Military Assistance Advisory Group 
(MAAG) Training Course; (b) set forth the basic policies and procedures gov- 
erning the curriculum and its administration; and (c) assign specific responsi- 
bilities for its operation and supervision, 


IT. Objective 


The objective of the Course will be to provide a more effective means of indco- 
trinating personnel of the Department of Defense selected for overseas assign- 
ments, involving the Military Assistance Program, in the aims, missions, and 
role of the United States Government under that Program. 


III. Policy and Procedures 


A. A Military Assistance Advisory Group (MAAG) Training Course will be 
established and conducted in the Washington, D. C. area under the direction of 
the Assistant Secretary of Defense (ISA). 

B. The Course will be conducted by a qualified public or private institution 
on a contractual basis. 

C. Consistent with the effective conduct of the course on a contractual basis, 
maximum use will be made of existing Government facilities and guest instruc- 
tors from Governmental agencies and private and public educational institutions, 
including the Foreign Service Institute of the Department of State. 

‘ D. The curriculum for the course will include, but not necessarily be limited 
0: 

1. Instruction on U. S. foreign policy, programs and practices. 

2. Orientation on specific areas and countries to which students will be 
assigned. 

3. Instruction on the background, aims and mission of the Military Assist- 
ance Program and the functions and responsibilities of the agencies charged 
with the administration of the program. 

4. Indoctrination on the role and relationship of the United States Gov- 
ernment with recipient nations under the Military Assistance Program. 

5. Specialized training for duties peculiar to MAAGs. 
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6. Preparation of self-study materials covering all phases of the course. 

7. To the extent feasible, provision for an off-duty language program that 
will assist individual students to learn the language of the country in which 
they will be stationed in connection with the Military Assistance Program. 


1V. Responsibilities 


A. The Assistant Secretary of Defense (International Security Affairs) will 
be responsible for: 

1. The direction of the Military Assistance Advisory Group (MAAG) 
Training Course. 

2. The issuance of criteria and instructions governing the conduct and 
curriculum of the course, including the length of duration and the number 
and type of individuals who will be required to attend. 

3. The approval of the contractor selected to conduct the Training Course. 

4. The provision of necessary funds from Military Assistance Program 
appropriations required to defray all costs, including travel, per diem, 
provision of space, facilities, supplies, personal and nonpersonal contractual 
Services, training materials, security services, transportation services and 
such other administrative services as are required, incident to the Course 
except for pay and allowances of military personnel. 

B. The contractor selected to conduct this Training Course will provide a 
Course Director who will be responsible for the organization, administration 
and operation of the curriculum under the direction of the Assistant Secretary 
of Defense (International Security Affairs). In the discharge of this responsi- 
bility, the Course Director, as the contractor’s representative, shall: 

1. Interview and select qualified instructors and staff required for the 
course. 

2. Arrange for the preparation, procurement and distribution of training 
materials. 

3. Develop and recommend the various aspects, including changes, of the 
eurriculum. 

4. Obtain through proper channels and maintain current classified and 
unclassified related reference materials for the Course. 

5. Coordinate related aspects of the Training Course with the MAP train- 
ing and orientation programs of the Military Departments and the Foreign 
Service Institute of the Department of State. 

C. The Department of the Army will be Executive Agency for the adminis- 
trative maintenance of the Course. 

D. Each of the Military Departments will be responsible for: 

1. Detailing to attend the Course personnel who are being assigned to 
overseas duty in connection with the Military Assistance Program in ac- 
cordance with criteria issued by the Assistant Secretary of Defense (Inter- 
national Security Affairs). 

2. Providing training materials and information and guest lecturers, as 
requested, by the Course Director. 

3. Assigning personnel to the regular Course staff and faculty when 
mutually agreed to by the Assistant Secretary of Defense (International 
Security Affairs) and each Military Department. 


V. Advisory Council 


The MAAG Training Course Advisory Council consists of a representative of 
the Assistant Secretary of Defense (ISA), who is the Chairman, and a member 
from each of the Military Departments. The council will meet at the call of 
the Chairman. The Council will provide policy advice for maintaining a cur- 
rent and responsive program. It is responsible for advising the Assistant Sec- 
retary of Defense (ISA) on means of promoting the effectiveness of the MAAG 
Training Course and recommending solutions of particular problems submitted 
to the Council by the Assistant Secretary of Defense (ISA) or the individual 
members of the Council. The Council will be augmented by specialists from 
the Military Departments and the Office of the Secretary of Defense as the 
problems under consideration dictate. 


VI. Administration | 


A. The Course Director is authorized to deal directly with the Departments | 
and agencies of the Department of Defense, other Governmental departments 
and agencies, heads of Service and civilian educational institutions and with 
such individuals as are necessary for the effective administration and conduct 
of the curriculum. 
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B. The Assistant Secretary of Defense (International Security Affairs) will 
furnish the Secretary of the Army with the specific criteria and requirements 
for the contractual arrangements with and for the recruitment of a qualified 
contractor to administer and conduct the Course. 


VII. Effective Date 


This instruction is effective immediately. 
MANSFIELD D. SPRAGUE, 
Assistant Secretary of Defense 
(International Security Affairs). 


MILITARY ASSISTANCE PROGRAM ORIENTATION AND TRAINING COURSE—PROPOSED 
CURRICULUM 


General background (35 hours) 


1. Background of the military assistance program (7 hours) : 
A. History of MAP. 
B. Current MAP law and national policy. 
C. MAP policy and program development on the interdepartmental level. 
D. General survey: United States foreign assistance programs. 
E. MAAG mission and organization. 
F. Command channels for MAAG operations. 
2. United States foreign policy (4 hours) : 
A. Global briefing. 
B. Multilateral diplomacy and collective defense agreements. 
C. DOD participation in the development of United States foreign policy. 
D. General survey ; United States foreign assistance programs, 
3. The country team (5 hours) : 
A. Country team concept and operations. 
B. State Department field activities. 
C. ICA and USIA field activities. 
D. CIA and military attachés: field activities. 
E. Other United States agencies engaged in foreign operations (AEC, 
Labor, etce.). 
4. Communist tactics in non-Communist countries (3 hours) : 
A. Basic doctrine and propaganda. 
B. Foreign assistance programs. 
C. Techniques by which United States representatives combat commu- 
nism in foreign countries. 
Answering criticism of the United States (5 hours) : 
A. United States society through foreign eyes. 
B. United States foreign policy through foreign eyes. 
C. United States MAP through foreign eyes. 
D. Meeting criticisms of the United States: Lecture. 
E. Meeting criticisms of the United States: Practical exercise. 
. Communicating with foreigners (5 hours) : 
A. How to learn a language: Lecture. 
B. How to learn a language: Demonstration. 
©. Language learning facilities in the field. 
D. Use of interpreters, translators, and liaison officers. 
E. Audiovisual techniques of communication. 
. Conduct and status of MAAG personnel (2 hours) : 
A. Diplomatic and legal status. 
B. Protocol and social usage. 
8. Administrative functions (4 hours) : 
A. Registration. 
B. Introduction. 
C. Examination. 
D. Critique. 


- 
- 


oC 


Country background (35 hours) 


1. Regional aspects affecting country (2 hours) : 
A. Cultural background. 
B. Multilateral agreements, treaties and relationships. 
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Country background (35 hours)—Continued 


2. United States relationship with country (2 hours) : 
A. Treaties, agreements, and goals. 
B. Importance of country to United States. 
3. United States programs in the country (10 hours) : 
A. Economie (ICA). 
B. Information (USIA). 
C. Diplomatic (State). 
D. Military assistance (DOD): 
(1) Force objectives and status of forces. 
(2) Materiel programs. 
\ (3) Training programs. 
(4) Country self-help capabilities. 
(5) Problem areas in programing. 
(6) Other MAP programs (FAP; MWDP; OSP). 
(7) Maintenance and space parts problem areas. 
4. Country characteristics (10 hours) : 
A. Military and political history. 
B. Current political, economic and military situation. 
C. Sociological and psychological characterstics of the population. 
D. Customs and traditions of the population. 
BH. Conduct of United States personnel in association with the populace. 
F. Personalities and biographies of VIP’s. 
G. Communist tactics within country. 
H. Areas of Communist influence in country. 
I. Living conditions, climate, health, cost, etc. 
J. Facilities available for United States personnel (educational, recrea- 
tional, medical, cultural, allowances, etc.) 
5. Briefing by country nationals (4 hours) : 
A. Conference with military attaché and other Embassy personnel. 
B. Social etiquette. 
C. Things United States personnel should know—the laws, currency, and 
financial regulations. 
D. Organizations and traditions of the country’s armed forces. 
. Language training (3 hours) : 
A. Proficiency test. 
B. Review of individual progress. 
C. Development of a future study plan. 
7. Administrative functions (4 hours) : 
A. Examination. 
B. Critique. 
C. Commencement exercise. 


- 


~ 
~ 


MAAG functions and operations (70 hours) 


1. Command and staff (2 hours) : 
A. Relationship between chief MAAG and section chiefs. 
B. DOD Directive 5132.3 and its role in MAP. 
2. Support services (3 hours) : 
A. Internal administrative areas of responsibility and management 
policies. 
B. Joint services and administrative support between State Depart- 
ment and military departments. 
C. Preparation of the budget by the MAAG. 
3. Programing concept (2 hours) : 
A. General background data on the MAP programing procedures. 
B. General survey of the materiel and training programs. 
4. Military appraisal techniques (5 hours) : 
. Purpose, scope, and use of narrative statement. 
B. Purpose, scope, use, and preparation of format A. 
C. Class exercises in preparation of format A. 
D. Class exercises in preparation of format A. 
E. General policies and critique. 


> 
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MAAG functions and operations (70 hours)—Continued 


5. Materiel: Programing (24 hours) : 
A. Programing policies for major materiel and spare parts. 
B. Programing policies for other materiel, services, and construction. 
C. Program development concept and techniques. 
D. Programing cycle. 
E. Classroom exercise in program development techniques and cycle. 
F. Classroom exercise in program development techniques and cycle. 
G. Preparation of programing data. 
H. Preparation of programing data. 
I. Preparation of format B. 
J. Preparation of format B. 
K. Preparation of format B. 
L. Preparation of format C. 
M. Preparation of format C. 
N. Preparation of format C. 
O. Preparation of format D. 
P. Preparation of format D. 
Q. Examination on preparation of programing data. 
R. Examination on preparation of programing data. 
S. Process for screening requirements. 
T. Process for screening requirements. 
U. Process for screening requirements. 
V. Program development process. 
W. Program development process. 
X. Program development process. 
6. Materiel: receipt, storage, and processing (2 hours) : 
A. MAAG responsibility and Military Department regulations concerning 
delivery procedures, transfer of title, ete. 
B. Coordination and liaison between host government and United States 
to properly account for the material. 
7. Materiel: end item utilization (2 hours): 
A. Law and directives. 
B. Implementing procedures. 
8. Materiel: redistributable and excess MAP property (3 hours) : 
A. Redistributable property procedures. 
B. Disposal and salvage of excess MAP property. 
C. Return of equipment agreements; MAAG supervision and reporting 
procedures. 
9. Materiel: other activities (2 hours) : 
A. Disaster relief and emergency actions. 
B. Maintenance and spare parts problems. 
10. Training: programing (6 hours) : 
A. Purpose and objectives of the training program. 
B. Preparation of the training program budget; regulations and pro- 
cedures. 
C. Requisitioning of training aids and assistance. 
D. Types of training offered in the United States and host countries. 
). Host country training capability; MAAG influence on host country 
training programs. 
F. Control of host country training program by MAAG personnel; utiliza- 
tion of United States training personnel. 
11. Training: Advisory effort (5 hours) : 
A. The role of MAAG officers; relationships with United States military 
forces. 
B. Departmental level training by MAAG personnel. 
C. Field training advice and guidance. 
D. Techniques for assisting host government in personnel management 
and organizational efforts. 
E. Techniques for assisting host government in personnel management 
and organizational efforts. 
12. Technical assistance (4 hours) : 
A. General policies concerning technical assistance. 
B. Mobile training teams. 
C. Technical representatives. 
D. In-service benefits: United States personnel. 
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MAAG functions and operations (70 hours)—Continued 


13. Other MAAG responsibilities (2 hours) : 
A. Responsibility for FAP, MWDP, and the OSP program. 
B. Reimbursable aid. 

14. Reports (6 hours) : 
A. Preparation and use of reports by the MAAG. 
B. Management use of reports at higher levels and why they are required. 
C. Interrelationship of reports. 
D. Progress reports to top management. 
E. Problem case study. 
F. Group discussion of E. 

\ 15. Administrative functions (2 hours) : 

A. Examination. 
B. Critique. 


The following brief résumé relative to language training of attachés, from 
each of the services, is submitted : 
(a) Army 

(1) It is the policy of the Department of the Army to train all United States 
Army attachés and assistant attachés in whatever foreign language will best 
assist them in the accomplishment of their mission. This training is conducted 
either at the Army Language School, Presidio of Monterey, Calif., or at a civilian 
language school in Washington, D. C. The courses vary in length from 6 to 12 
months, depending upon the language. 

(2) Army attachés and assistant attachés also attend a 16-week course of in- 
struction at the Strategic Intelligence School, Washington, D. C., and receive 
further training in security and photography at the Intelligence School, Fort 
Holabird, Md. 

(b) Navy 

(1) Officers with language qualifications are selected for naval attaché duty 
whenever possible. Of those presently on post, approximately 90 of 135 have 
either been given partial or complete language instruction, or already had a lan- 
guage ability. When taught the courses vary in length from 6 to 12 months, 
depending upon the language. Language training is not required for an addi- 
tional 21 areas, (England, Canada, etc.). 

(2) Nearly one-third of the officers are graduates of a full 9-months’ course in 
paval intelligence; all officers are given from 4 to 6 weeks formal training and 
briefing, including area familiarization, just prior to reporting to post. 

(c) Air Force 

(1) Language training is considered an essential part of the overall training 
for the air attaché program. The Air Force is now training officers for the pro- 
gram in 19 different languages with courses varying from 6 to 12 months, depend- 
ing upon the difficulty of the language. 

(2) Air attachés and assistant attachés also attend a 16-week course of in- 
struction at the Strategic Intelligence School, Washington, D. C. They also 
receive further detailed and special briefings to properly equip them for their 
mission. 


QUALITY OF UNITED STATES REPRESENTATION ABROAD 


Senator Futsrient. It strikes me that the whole purpose of this 
discussion is that if we accept the fact that this is a long-term pro- 
gram, we had better quit doing it on a hand-to-mouth basis and pre- 
pare people who are able to do it properly, with an understanding of 
what they are doing and, if possible, with an understanding of the 
language and a knowledge of the country. 

In other words, I have the feeling that if we send people into a 
country who are not prepared, they do more harm than good. 

Do you think that is possible, Admiral ? 
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Admiral Srump. It is possible that some people might, but I think 
that most of the people we have out there are very highly respected. 
We are making a very careful selection of our officers for these mili- 
tary assistance programs, and they certainly have the respect of the 
military people in the country to which they are assigned. As an 
example, President Ngo Dinh Diem asked me to obtain an extension 
of the tour of duty of Lieutenant General Williams. He is one of 
his most trusted advisers. He goes in and sees the President and 
the fact of the matter is Foreign Minister Casey of Australia told 
me that on his trip a couple of weeks ago to Saigon the President 
told him that General Williams was one whom he could always ask 
and get answers that were good and straightforward, and that he 
considered him one of his principal advisers in Vietnam, including 
the Vietnam members of his Cabinet, and so forth. 

Senator Futsrient. How long has Williams been there? 

Admiral Srump. Williams completed 2 years in November. An 
extension has been authorized by General Taylor for him to stay 
an additional year. 

Senator Fursrieut. Has he had previous experience in this line 
of work? 

Admiral Stump. No, sir, he had not, but he had been a very able 
Army commander in combat, and so forth. [ Deleted. ] 

Admiral Srump. Could I say off the record one thing? 

Senator Futsricut. Certainly. 

[ Discussion off the record. ] 


TOURS OF DUTY OF FOREIGN SERVICE OFFICERS 


Senator Futsrient. Of course, if you get a fellow who has no 
background or is not of the quality he ought to be, anything can 
happen to him. But for a reasonably competent well-trained man, 
do you think there is a real danger that he will cease being a good 
American in 1 or 2 years? 

Admiral Srump. Senator Fulbright, John Steeves is a Foreign 
Service officer. He is my political adviser and happens to be a man 
in the State Department I can fully trust. I would like him to 
answer that. 

Senator Futsrient. That is all right. We are seeking information. 
I personally have the feeling that these policies may not be adequate 
to this new job we have to do, which is to carry on this program for 
a long time, and it is an important one. I think the duties in the past 
have been more or less superficial compared to what the duties are 
now. I would be glad for any observation from you. 

Mr. Sreeves. Senator, these very things that are concerning you are 
the things that are concerning the people that are planning the careers 
of Foreign Service officers right now, and this matter of tours of duty 
within countries is something that I know the administration is worry- 
ing about a good bit. The general practice now—I am trying to 
remember exactly what the policy is—I think in most of the countries 
now they are recommending that most Foreign Service officers look 
forward to two complete 2-year terms in each country, which means 
a minimum of 4 years. 

Senator Futsrieut. And the term could be longer? 

Mr. Sreeves. And it could be longer. 
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In some instances it is longer. Then there has to be a balance also 
between people who speak the language—— 

The Cuamman. Excuse the interruption but Senator Olin Johnston 
is now speaking on a situation at Quonset Point in Rhode Island 
with which I am very familiar and I would like to hear him. I will 
ask Senator Fulbright to take over as presiding officer. 

Senator Fursrieut. I will desist and let the Senator from New 
Jersey pursue his questions. 

Senator Samir. Did you get the complete answer which you wanted 
to that last question ? 

Senator Futprieut. Mr. Steeves said 4 years was the minimum 
term and that it could be extended. 

Mr. Sreeves. It can be extended. 

Senator Fuisrieut. In some cases. Would you care to offer any 
observation about the effectiveness of a man who stays, say, only 2 
or even 4 years in a country? Does he become thoroughly familiar 
with the country to such an extent that he can do the best possible job? 

Mr. Sreeves. I think he does. 

Senator Fursprient. You do. Do you think 4 years is long enough ? 

Mr. Sreeves. I think it is. 

Senator Futsrieut. I have observed here several notable examples 
that I think have been extremely effective in this country. Of course, 
we have a very complicated Government and it is a very big country 
and it may be different from some of the small ones, but I think the 
foreign representatives who do the best job here stay far longer than 
4 years. 

The ones with whom the members of this committee become ac- 
quainted I think usually have been here much longer than that. 

Mr. Streves. Some of the foreign representatives here ? 

Senator Fursrienr. The ambassadors of foreign countries who 
come here. Generally speaking, I think the most successful countries 
tend to have them here a little longer than that. 

Mr. Sreeves. It is true that it has not been our practice, but I 
think—— 

Senator Futsrrent. That is especially important if the language is 
a problem, 

I cannot see how an ambassador who does not speak the language of 
the country to which he is assigned can be effective in that country. 

Senator Smrrn. If a shift is made every 2 years, it is going to be 
harder to pick up a new language every 2 years. 

Senator Fursrtent. When I have gone into a foreign country, the 
language of which I do not speak, and go in to visit with the Forei 
Minister and speak through an interpreter, I have never yet felt that 
T really made a lot of headway. I mean that the conversation is 
confined to the most banal trivialities. For example, “How is the 
weather?” “Is everything going well?” And everybody says “Yes.” 
And reference is made to the wonderful relations between the two 
countries and it is said that it is great that we are such friends, and 
that is all there is to it. 

It is completely superficial. There is no way of really ym - in 
a way that you understand. Ijust cannot be persuaded yet. Maybe I 


am wrong in believing that these people who go for a year or two and 
do not speak the language are not making any contribution as our 
representatives. 
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Mr. Sreeves. As desirable as that may be, Senator, we feel that it is 
much more important that some of the senior members of the staff be 
conversant in the language of the country than possibly the ambassador 
himself, although that certainly would be an additional blessing. 
There is no doubt about it. 

Senator Fursricut. I would agree with that, but unfortunately the 
senior members don’t know the language either. I have been in Turkey 
and some of those countries where most of the time our representatives 
do not speak those exotic languages. They generally do speak French 
or Italian or Spanish. 

Mr. Sreeves. I am speaking from memory now and I am not abso- 
lutely sure of the figures. During the 2 years that I was in charge of 
the political division in Tokyo, we always saw to it that at least half 
of our staff were Japanese-language officers. We held that as a rule. 

Senator Futsrieut. I yield to Senator Smith. 


SOUTHEAST ASIA TREATY ORGANIZATION 


s Senator Smrru. I have a few questions I want to ask the admiral, 
if I may. 
The ap eideaners carried a story that some of the countries at the 
SEATO Conference were thinking of getting out of SEATO; and 
Pakistan, and ce the Philippines and Thailand, were the coun- 
tries mentioned. 

Was there any discussion of the possibility of those countries doing 
that ? 

Admiral Stump. None whatever. 

Senator Smirn. I couldn’t imagine it but I was just wondering. 

Admiral Stumre. They all seemed to think that SEATO was very 
valuable to them. 

( Discussion off the record. ) 

Senator Smirn. I could not believe that was true. 

I cannot imagine that Thailand would think of withdrawing. 

Admiral Stump. No. 


SITUATION IN OKINAWA 


Senator Smirn. I have some more questions here. 

There have been reports of increasing Communist influence in 
Okinawa. Can the situation there develop along the lines of the 
situation in Cyprus? 

Admiral Stump. That is of course a dangerous situation wherever 
we have a military installation with some six to eight hundred thou- 
sand people who are developing a political sense, but of course you 
know the election the other day was surprisingly anti-Communist. 

Senator Smrru. I saw that in the paper. 

Admiral Stump. To a much greater extent than we expected. 
[ Deleted. ] 

Senator Smit. Do you think they want to go back to Japan? 

Admiral Stume. No, sir; I do not think they do. 

Senator Smirx. When I was there I got just the contrary impres- 
sion. [Deleted.] 

You think the last election there was much more favorable? 

Admiral Stomp. I know it was more favorable than any of us 
expected, including the High Commissioner, General Moore. 
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JAPANESE MILITARY FORCES 


Senator Smirn. You spoke Admiral, about the Japanese taking 
over more of their own home defense and our military people getting 
out. How does that gibe with the provision in the Japanese constitu- 
tion which is apparently against the Japanese being rearmed? How 
will that be worked out ¢ 

Admiral Stump. It is [deleted] the Japanese self-defense force, 
purely defensive. 

Senator SmirH. They haven’t had to change their constitution. 
[ Deleted. ] 

CHINESE NATIONALIST FORCES 


Senator Smirn. There are some more questions based on this pres- 
entation book which I would like to ask you if I may, in order to make 
a complete record here. [Deleted.] Outside of the Nationalist Chi- 
nese forces which are being supported by our military assistance, what 
other forces do the Nationalist Chinese have? 

Admiral Stump. Could I ask Captain Green to answer that ques- 
tion? He hasa little more intimate knowledge than I do. 

Captain Green. These are the so-called fortress commands which 
are a vestige from the Japanese occupation. 

There are some fortresses there that they still man which are ob- 
solete, and the so-called officer combat regiments. Three years ago 
this was a tremendous problem. There were an awful lot of people 
in non-MAP units and they did divert a lot of equipment to them. 
But over the past 3 years we have succeeded in getting this figure 
down [deleted } 

They are, a lot of them, over-age officers who would be retired if 
they had the resources to retire them. 

Chiang Kai-shek is very loyal to all his old soldiers and he is not 
going to throw them out. It is cheaper to keep them on active duty 
than it is to try to retire them. This retired serviceman’s program 
in Taiwan has removed about 80,000 of these overage people and there 
are still some few numbers to go. But this is a great improvement over 
what it was 3 years ago. 

Senator Smiru. Over 10 years ago, when I was first there, the prob- 
lem was how fast this Army was going to age, not how you were 
going to recruit it. Iam wondering whether you have gotten replace- 
ment from the Taiwan people themselves and whether they are a good 
loyal Nationalist group. 

Admiral Stume. The average age of the Chinese Army today is 
less than it was 3 years ago through the induction program of bring- 
ing Taiwan youngsters into the army and integrating them into the 
Chinese Army and phasing out these older ones. 

Senator Smirn. Do you feel that they would have a oe 
young army there now in case of trouble? You are not concerne 
on that age problem ? 

Admiral Stump. No; I am not, because the age has been coming 
down and not going up. It used to go up 1 year every year, but now 
it has actually been gradually going down. 

Senator Smirn. This is not a serious problem, then. 

Admiral Stump. Not at the moment with the induction of the Tai- 
wan youngsters into the army. 
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Senator Smrru. The presentation book shows that United States 
excess stocks, valued at $135.9 million will have been delivered to 
Taiwan through June 30, 1958. | 

Is this in addition to the deliveries of [deleted] military assistance 
shown in that book ? 

Admiral Stumr. We will have to check that. May I answer that 


in a few minutes? 


SEATO PSYCHOLOGICAL WARFARE EXERCISES 


Senator Smirn. Yes; we will pass that for the moment. Here is a 
very interesting question. The presentation book refers to the 
SEATO psychological warfare exercises. What are the SEATO 
psychological warfare exercises ? pag) 

Admiral Srumr. That is done through a team or teams individuals 
who are indoctrinated and specialize in psychological warfare giving 
instruction in various countries in psychological warfare. It does not 
come directly under the Chief of MAAG, for instance. It is a sepa- 
rate thing in those various countries. 

There, again, I cannot give as good an answer as I would like. 
I would like to put in the record a little more precise answer. 

(The Defense Department subsequently submitted the following 
information for inclusion in the record :) 

Question. What are the SEATO psychological warfare exercises? 

Answer. Psychological warfare is normally either a part of a military cam- 
paign or of a military school curriculum. SEATO does not deal in psychological 
warfare per se. 

The SEATO seminar on countering Communist subversion was the first inter- 
national seminar of its kind ever held. This seminar took place at Baguio in the 
Philippines in November 1957. The main purposes of the seminar were to (1) 
focus public attention on the nature and extent of Communist subversion, one 
of the major threats to the security and independence of free countries in 
southeast Asia; and (2) to assist in the general SEATO effort to expose and 
counter Communist attempts to extend their power and influence in the treaty 
area, 

DEFENSE EXPENDITURES OF CERTAIN COUNTRIES 


Senator Smrru. Now my last question. The Presentation Book 
shows that Burma spends 10 percent of its gross national product on 
defense, about the same as the United States. Cambodia spends 10 
percent; Taiwan 13 percent; Vietnam, 8 percent. Does substantial 
military assistance encourage these poor countries to assume burdens 
which they cannot afford which conceivably could undermine their 
economic and political stability ? 

In other words, Are those percentages higher than the countries 
ought to be asked to carry ¢ 

Admiral Stump. They are so high that they could not possibly 
carry them without United States military and economic assistance. 
But I believe it is within our interest to have them carry a relatively 
high percentage because otherwise we simply would not have the 
necessary Armed Forces that would meet the minimum requirements 
in those countries. 

There are some countries, for instance, we feel do not spend nearly 
enough. [ Deleted. ] 

Senator Smiru. Thank you, Mr. Chairman. 

The Cuatrman. Have you finished ? 





| 
| 
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Senator Smiru. Yes. The answer to one of my questions was 
supposed to be supplied. 

Mr. Spracur. Senator Smith, the larger of the two figures that 
you quote includes the smaller figure. 

Senator Smiri. I assumed that would be the case. 

Mr. Spracur. Yes, sir. 

Senator Smiru. The question was, whether the figure for United 
States military stocks which will have been delivered to Taiwan 
through June 30, 1958, is in addition to the deliveries of [deleted] 
for military assistance. 

Admiral Srump. Not in addition. 

Colonel ALDEN. Sir, it indicates the source of the equipment. 

The Cuairman. Is there anything that you would care to add to 
your testimony ? 

Admiral Srump. No, sir; except that I appreciate the courtesy 
with which I have been received here. 

The CuarrmMan. You will always be welcome, I will tell you that. 
Even if you aren’t summoned, if you come of your own volition, we 
will be glad to hear from you. 

Your testimony is of great value to us. 

We will adjourn this meeting and the next meeting of the com- 
mittee will be on Monday morning, March 24, at 10 a. m. in the caucus 
room of the Senate Office Building, and the witness at that public 
session will be Secretary of State Dulles. 

This meeting stands adjourned. 

(Whereupon, at 12:23 p. m., the committee adjourned, to recon- 
vene at 10 a.m. Monday, March 24, 1958.) 














MUTUAL SECURITY ACT OF 1958 


MONDAY, MARCH 24, 1958 


Unirep Srares SENATE, 
ComMirTree ON Foreign Revations, 
Washington, D.C. 


The committee met, pursuant to recess, at 10 a. m., in room 318, 
Senate Office Building, Senator Theodore Francis Green (chairman) 
presiding. 

Present: Senators Green, Fulbright, Sparkman, Mansfield, Ken- 
nedy, Smith, and Aiken. 

Also present: Senator Joseph C. O’Mahoney of Wereneng, 

The Cuamman. The meeting will please come to order, 

The Committee on Foreign Relations is convening in public session 
this morning to consider the Mutual Security Act of 1958. The com- 
mittee has already received in public session testimony from the Secre- 
tary of Defense, the Chairman of the Joint Chiefs of Staff, and from 
Admiral Stump, our commander in chief, Pacific. 

This morning the committee is receiving the testimony of Secretary 
of State Dulles. 

I suggest that members of the committee withhold questions they 
may wish to ask the Secretary until such time as he has completed 
his statement. 

Mr. Secretary, we are very glad to have you here this morning. Will 
you please proceed in your own way. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Mr. Chairman, I appear on behalf of the mutual 
security program as recommended by the President for the fiscal year 
1959. 

GENERAL CONSIDERATIONS 


This program is a continuation of tested security measures that have 
had their birth and growth during the postwar years. It has pro- 
vided peace, and the opportunity which flows from a world environ- 
ment of healthy societies of free men. 

Without this program our peace would be gravely endangered, and 
opportunity would disappear as hostile communism more and more 
closely encircled us until we became a beleaguered garrison state, 

The basic concept of our mutual security program is the concept 
of interdependence. The free nations, assaulted by Communuist im- 
perialism, must help each other if they are not to succumb, one by one. 

We automatically accept that concept of interdependence in the 
case of open war. During the First World War there were 27 allied 
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and associated powers. We helped each other, militarily and eco- 
nomically, to win victory. 

During the Second World War 47 nations united their full re- 
sources, military and economic, in the cause of victory. 

Now we are engaged in a “cold war.” We shall not emerge vic- 
torious unless, in this type of war also, we apply the concept of 
interdependence. 

The soundness of mutual security is no longer a mere theory. It 
is a proven fact. Until its principles began to be applied, inter- 
national communism took over nation after nation. Since the post- 
war collective defense system began to be forged, international com- 
munism has neither taken over, nor subjected to armed attack, any 
nation which participated in that system. All members have con- 
tributed to security and all have received security. 


THE SOVIET ECONOMIC-POLITICAL OFFENSIVE 


Until a few years ago Communist imperalism relied primarily on 
a policy of threats, bluster, or armed action. Now the Communist 
leaders follow a new technique. Where they formerly treated all 
free nations as enemies, they now profess the greatest friendship to- 
ward them—particularly toward those which seek economic develop- 
ment. 

In pursuing this course—backed with capital and skilled man- 
power—they have made offers of economic help to nations in all parts 
of the globe. They and other bloc nations have already entered into 
agreements with 16 nonbloc nations for lines of credit or grants 
totaling nearly $1.6 billion in economic assistance and an additional 
$400 million for military assistance. They are also engaged in vigor- 
ous efforts to increase their trade with nations in all parts of the 
free world. 

Mr. Khrushchev has recently said: 

We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the USA is not the ICBM, but in the field of peaceful production. 
We are relentless in this and it will prove the superiority of our system. 

That is a warning to be heeded. It means that while we must, of 
course, deter open war—whether general nuclear war or limited 
war—we must also prevent Communist absorption or envelopment 
of free nations by the more subtle means of economic penetration 
and political subversion. 

DETERRING WAR 


First let us consider the problem of deterring war. We have 
treaties with over 40 nations which pledge aid to be given and re- 
ceived if armed attack occurs. These promises are important. But 
there is need also of military geuahan-heine. Our program of 
mutual security has that as one of its principal purposes. 

By this program our allies have vastly increased the effectiveness 
and numbers of their forces. We have contributed primarily weapons 
and material up to about $20 billion, while nations associated with 
us in the collective defense effort have made defense expenditures 
totaling $122 billion. 

We have gained great reinforcement of the most powerful deter- 
rent to aggression, that is our strategic Air Force and our naval 
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might. The most effective use of this great power is heavily de- 

ndent on dispersed bases around the world. These are supplied 
by many of our allies and friends as part of their contribution to our 
mutual security effort. ; 

Great as this mobile strategic power is, we cannot be sure that it 
alone will deter all aggression. The free world must also have local 
forces to resist local aggression and give mobile power the opportunity 
for deployment. 

Our associates in mutual security are willing to provide the great 
bulk of the needed conventional forces if we will provide some of the 
necessary arms and, in certain countries, some of the economic 
strength needed to support their military establishments. 

The peace of our country and the peace of every free nation in the 
world today rests in the most eewel sense on the combining of the 
forces of the United States with the forces of the rest of the free 
world. Together they create an arch on which rests the safety of our 
homes and loved ones. The military assistance and defense support 
aspects of the mutual security program are the keystones in this 
security arch. 

THE DEVELOPMENT NEED 


It is not sufficient, as I indicated earlier, for us to rely solely on 
military defensive power. To achieve peace and security we must 
also counter the Communist efforts to manipulate for their own ends 
the now intense economic aspirations of peoples in newly independent 
and less developed nations. 

I have heard it said that we must not enter into a competition 
with the Soviet bloc in this field. My reply is that we are not enter- 
ing into a competition with them. They are entering into competi- 
tion with us. They are attempting to take over and pervert for their 
own uses the normal processes whereby, historically, nations that are 
not yet developed borrow abroad to get their own capital development 
underway. For example, in our own country’s cade history we bor- 
rowed great sums from foreign private investors with which we 
started our own transportation and industrial development. 

The United States favors today the greatest possible participation 
by private capital in the development of the less developed areas of 
the world. However, the political risks in many countries are greater 
than private persons will assume. Unless there is to be a lapse in 
what have been the normal and historic means of developing less de- 
veloped countries, our governmental funds must play a part. Such 
a lapse, and failure to provide these funds, would place great victories 
within the Communist grasp. 


PROPOSED MILITARY ASSISTANCE PROGRAM 


If these are the challenges which confront us, what then must we do 
to surmount them and go forward? 

An essential part of the answer is in the President’s proposals now 
before you. 

First, to maintain the peace, we must maintain the military strength 
of the free world as a deterrent to Communist armed aggression. 

The President has asked $1.8 billion for military assistance. Of 
this amount the great bulk will go to our NATO allies, essentially 
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for modernization and missiles, and to Asian countries, such as Korea, 
Pakistan, Taiwan, and Iran, which are separated from the full power 
of the Soviet bloc only by a border gate or a narrow strait. 

The details of this military assistance program, and its essential 
role in support of our own defense effort, were presented to this 
committee last week by representatives of the Department of Defense 
and the Joint Chiefs of Staff. 


PROPOSED DEFENSE SUPPORT PROGRAM 


Closely related to our military assistance is our defense support 
program, for which the President has requested $835 million. De- 
fense support is proposed for 12 nations. Seventy percent is in- 
tended for four countries: Korea, Taiwan, Vietnam, and Turkey. 

The 12 nations for which defense support is proposed are collec- 
tively providing 3 million armed men in ground, air, and naval units 
located. at strategic points around the perimeter of the Communist 
bloc. None of the 12 has the economic strength to support forces of 
the size we believe important to our common defense without the pro- 
posed economic assistance from us. 


PROPOSED TECH NICAL COOPERATION PROGRAM 


The second great purpose of our military security program is to 
deal realistically with the need of the ‘oaehes of the newly develop- 
ing nations to make economic progress. We have the instruments for 
this in our well-established technical cooperation program and our 
newly created Development Loan Fund. 

This year we propose a moderate expansion in our technical co- 
operation, primarily to increase activity in a few countries where we 
now have programs and to undertake new programs in nations which 
have recently gained independence. The total requested for this pro- 
gram for 1959 is $142 million. 

In addition we are requesting an increased authorization for the 
United Nations technical assistance program, to include participation 
in the important new special projects fund approved by the last Gen- 
eral Assembly, and a continuation of our regular program through 
the Organization of American States. 


PROPOSED DEVELOPMENT LOAN PROGRAM 


Our other vital instrument for promoting economic development 
is the Development Loan Fund. It was recommended to the Con- 
gress last year, upon the basis of numerous public and private 
studies—particularly the excellent study and report by the Senate 
Special Committee on Foreign Aid—which recommended that a loan 
agency be established which would make it possible for the United 
States to help friendly nations develop their economies on a basis of 
self-help and mutual cooperation. 

The Congress appropriated $300 million for the fund last year and 
authorized the appropriation of $625 million for the coming fiscal 

ear. 
. Since the appropriation of the funds for fiscal year 1959 is already 
authorized, your committee will not be called upon to act on the au- 
thorization. Nevertheless, I would like to take advantage of this 
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occasion to make clear my belief that it is immensely important that 
the full amount of these funds be made available as part of the capital 
of the Development Loan Fund. They are as important for the 
future safety of our country as any dollars appropriated for weapons. 

The committee of conference on the authorizing bill last year rec- 
ommended that the fund should in the future be established as a 
corporation. This is in accord with the views of the executive branch 
and we recommend to the Congress that this be done, in a form that 
will assure that lending by the fund will be fully coordinated with 
the foreign policy interests of the United States, represented by the 
Department of State, the mutual security activities of the ICA, and 
the lending of the Export-Import Bank and the International Bank. 


PROPOSED SPECIAL ASSISTANCE PROGRAM 


For the special assistance program we are requesting $212 million. 
This aid is designed to meet certain important needs which cannot be 
met out of other categories of aid. These needs include help to main- 
tain political and economic stability in certain nations where we do 
not support substantial military forces and which, are not therefore 
eligible for assistance under defense support. Special assistance is 
also designed to support such activities as assistance to West Berlin, 
to continue the worldwide malaria eradication program, and for other 
important uses. 


PROPOSED CONTINGENCY FUND AND OTHER PROGRAMS 


Perhaps one of our most important needs is the ability to respond 
to new situations and new requirements which may arise in the course 
of the coming fiscal year. The President has asked a $200 million 
contingency fund for needs of this nature. 

It would be reckless, in the light of conditions existing in the world 
today and the virtual certainty of Communist cold-war initiatives 
that we cannot now foresee, to leave the President without an emer- 
gency fund of at least this size. 

Other programs, for which the President requests in the aggregate 
$106.6 million, will be dealt with in detail by subsequent witnesses. 


UNITED STATES ECONOMIC RECESSION AND THE MUTUAL SECURITY PROGRAM 


I know that many people—Members of this Congress and their 
constituents—are concerned about the cost of our mutual security 
program and about what is often referred to as a foreign giveaway. 
This concern is even more true when there is an employment and 
business recession here in the United States and when there is much 
that needs to be done here at home. 

I think we,might all bear in mind three things: 

First, this is no giveaway program, but an absolutely essential part 
of our great national effort to maintain peace and opportunity for 
our country. Not to have this program would be a giveaway. We 
would then indeed give away to communism the control of a dozen or 
so nations with their hundreds of millions of people. We would 
indeed give away bases essential to our national peace and security. 
We would indeed give away the access which we and other nations 
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have to essential resources and to trade upon which our own well- 
being depends. 

Second, unquestionably we all wish for additional roads, schools, 
reclamation projects, and other facilities here at home. But we will 
gain little and lose much if in our drive for them we recklessly tear 

own the very structure of the free world which makes it possible 
— us to enjoy in peace and freedom the material blessings we now 
ave. 

Third, although the fundamental purpose of this program is to 
provide for the international security of our Nation, our families and 
ourselves, it has added value of special significance now: Its effect 
is to counter the domestic economic recession. The great bulk of our 
mutual security funds—over three-fourths—are spent in the United 
States in the first instance. 

As one of the studies made for you last year showed, in 1955 some 
600,000 jobs were provided by the program for American farmers and 
workers. The remainder, not initially spent here in the United 
States, after aiding the economy of one of our allies, returns here 
sooner or later, and mostly sooner, almost at once, to be spent in the 
United States for the product of United States industries and agri- 
culture. To cut these funds would be to cut employment here at 
home—as well as to endanger our security. 


DURATION OF PROGRAM 


In conclusion let us consider a question often asked: “Will this 
program have to go on forever?” The answer, I suggest, is this: 

I hope and believe that the concept of collective security is here to 
stay. Every civilized community applies that concept domestically. 
No longer does each family stand as the sole protector of their own 
home. There is a common contribution to a collective police force, 
fire department, sanitary department, and the like. Only the society 
of nations has been so backward and primitive as to go on practicing 
the obsolete security conception of each nation standing alone. What 
has been the result? The result has been a harvest of recurring wars. 

We had hoped that the United Nations would provide the needed 
collective security on a universal basis. In time it may do so. But 
the Soviets with their veto power now block that. And Chairman 
Bulganin recently told President Eisenhower that the Soviet Union 
ocuia not yield an inch on the matter of veto power. 

But the practice of collective security must and will go on. Other- 
wise wars are inevitable and freedom is in constant jeopardy. But 
even though the concept of collective security is permanent, that does 
not mean that the sums spent on security, be it national or collective, 
have to be permanently at the present level. 

We are striving to achieve a limitation of armaments and to find 
solutions for the basic political problems that give rise to-tensions. If 
the Communists will negotiate in good faith toward these ends, we 
believe that progress can be made which will make it safe to spend 
far less on armaments than is now the case. 

As far as economic cooperation is concerned, we can expect that, 
as political stability increases, private capital will play a steadily in- 
creasing role. Private capital from the more industrialized countries 
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has in the past flowed in substantial quantities to the less developed 
areas and can be expected to do so again. 


OBSERVATIONS ON TODAY’S WORLD 


In conclusion, Mr. Chairman, and members of the committee, let 
me make these observations. 

We are living today in an historic era of great change. 

1. There is the march toward indetaatina of colonial peoples. 
Since World War II, 20 nations with a population of about 750 
million people have achieved their independence. These people, as 
well as the people of other less developed nations, are determined 
that they must and will have economic progress. 

2. There has been the revolutionary, and reactionary, threat of 
international communism. It has within little more than a generation 
subjected all or major parts of 17 nations and nearly 1 billion people 
to a new type of dictatorship, the dictatorship of a harsh materialistic 
creed. The outward thrust of that movement has been somewhat 
stayed. But the Communist dictators, exploiting the vast human 
and material resources they control, still seek to extend their conquests 
around the globe. 

3. Within the Sino-Soviet world there are growing, and in the lon 
run irresistible, demands which are incompatible with the creed and 
practice of orthodox communism. The subject nations increasingly 
demand more national independence; and a steadily increasing num- 
ber of individuals seek greater personal security, increased freedom 
of choice, and more independence of thought. This mounting tide 
has already altered somewhat the complexion of Communist rule in 
Soviet Russia, and it has openly challenged that rule in which captive 
countries as Hungary, Poland, and East Germany. 

4. To these three forces that I have mentioned, there needs be 
added a fourth—the force of the enlightened conduct and example of 
the United States. 

We must cooperate with the healthy evolution toward independence 
of colonial peoples and assist in the achievement of economic progress 
and of freedom that will be sustained; 

We must continue to hold in check the still aggressive and predatory 
ambitions of international communism ; and 

We must encourage by peaceful means the adaptation of Sino- 
Soviet government to the aspirations of the people. The rate of such 
adaptation will largely depend on whether the present type of rule 
gains, or is denied, enhanced prestige through external conquests. 

Without the policies represented by the mutual security program 
and without adequate funds to carry out these policies, we cannot do 
these indispensable things. World trends hostile or unfavorable to us 
would gain the supremacy. There could be a new and prolonged 
dark age. 

This mutual security program is our response to a challenge which 
threatens our survival as a nation and the survival in the world of 
the ideals for which our Nation was founded. It is, therefore, a 
program which cannot be allowed to fail. 

Thank you, Mr. Chairman. 
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“HOREIGN POLICY GUIDANCE” OVER DEVELOPMENT LOAN FUND 


The Cuarrman. Thank you, Mr. Secretary, for this illuminating 
and eloquent statement on the state of the world and our place in it. 
You have, I assume, no objection to our asking questions. 

Secretary Dutxes. No, sir. I expected them. 

The CHAIRMAN. May I begin then? 

The administration bill provides that the Development Loan Fund 
shall operate under the foreign policy guidance of the Secretary of 
State. What does “foreign policy guidance” mean in this context 4 
Does it mean effective direction or the occasional expression of hopes ? 

Secretary Duties. There is, Mr. Chairman, I believe, effective di- 
rection of the program by the Secretary of State. I take cognizance 
of all of the major aspects of this program, worked out with me and 
subject of course to the top guidance of the President. The judg- 
ments as to where and how the money shall be expended are all in 
accordance with what I, under the President’s direction, deem to 
be the best interests of the United States. 

The Cuatrman. Would you go into a little more detail? “Guid- 
ance” is a very broad term. 

Secretary Duties. I have learned, Mr. Chairman, that the respon- 
sibilities of the Secretary of State are very broad, quite apart from 
that provision of the law. 

I have to take cognizance of conditions in virtually all parts of the 
world. To apply that knowledge and to extend to this program the 
advice which I would otherwise have to give to the President is no 
great addition to my burden. 


ARAB REFUGEES 


The Cuarrman. Supplementing that question, may I ask this? The 
administration requests repeal of the amendment added to the bill 
by the committee last year directing that— 

In determining whether or not to continue furnishing assistance for Pales- 
tine refugees in the Near East, the President shall take into account whether 
Israel and the Arab host governments are taking steps toward the resettlement 
and repatriation of such refugees. 

If you think this approach has been unsuccessful in making prog- 
ress toward solution of this very difficult problem, what other ap- 
proach have you to suggest ? 

Secretary Duties. The problem of dealing with the Arab refu- 
gees is one of the most complicated and difficult problems that there 
is. It is complicated by political factors because the Arab coun- 
tries take the position quite generally that these refugees should go 
back to Israel for resettlement there, and therefore there is a reluc- 
tance to absorb them elsewhere because that would involve giving up 
one of the political positions which the Arab countries take vis-a-vis 
Israel. 

However, we believe that the problem is going to be diminished by 
natural causes. The fact is that people are born who have never been 
in Israel, people die who were in Israel, and there are increasing jobs 
and employment for these people. While it is admittedly one of the 
most difficult problems we have, a problem of which the solution 
does not rest with the United States but rests primarily with the 
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Arab countries themselves and with Israel, it is not a problem as to 
which we feel hopeless. 
I recall, Mr. Chairman, that I sent to the committee a report of 


the action taken under this provision of the old law. . I think I did 
that last January, and that report will probably illuminate in greater 


detail than I can do here the nature of that program. 
(The letter referred to is as follows :) 


DEPARTMENT OF STATE, 
Washington, January 16, 1958. 
Hon. THEODORE FRANCIS GREEN, 
Chairman, Committee on Foreign Relations, 
United States Senate, 


DeEAR SENATOR GREEN: I am forwarding this statement to the Committee on 
Foreign Relations, United States Senate, and the Committee on Foreign Affairs, 
House of Representatives, in view of section 407 of the Mutual Security Act 
of 1954, as amended, under which funds for the United States contributions 
toward the United Nations Relief and Works Agency for Palestine Refugees 
in the Near East (UNRWA) have been appropriated. The amendment to sec- 
tion 407 adopted by the last session provides : 

“In determining whether or not to continue furnishing assistance for Pales- 
tine refugees in the Near East, the President shall take into account whether 
Israel and the Arab host governments are taking steps toward the resettlement 
and repatriation of such refugees.” 

By Executive Order 10575, the President delegated to the Secretary of State 
the authority to formulate United States policy with respect to the assistance 
program of UNRWA. 

During the past year, Israel and the Arab host governments (Jordan, Egypt, 
Lebanon, and Syria) have continued to show no inclination to agree on a per- 
manent solution of the Palestine refugee problem. Israel does not accept re- 
patriation of Arab refugees to Israel holding, instead, that the solution of the 
refugee problem rests in the resettlement of the refugees in Arab countries, 
particularly Iraq. However, it has in the past indicated a willingness to discuss 
compensation. The Arab host governments have continued their opposition to 
any large-scale resettlement or rehabilitation schemes since, they allege, to do 
so might prejudice the refugees’ rights to repatriation. 

In the face of this dilemma, UNRWA must continue relief for the Arab refu- 
gees and maintain such limited rehabilitation programs as educational and 
vocational training facilities. The collapse of UNRWA operations could create 
grave internal problems in Jordan and Lebanon and would certainly be the cause 
of serious difficulties in the Gaza area, which could lead to fresh sources of 
conflict or even outright hostilities between the Arab States and Israel. Failure 
by the United States to contribute to UNRWA would cause the immediate col- 
lapse of UNRWA’s operations, thereby giving rise to the problems referred to as 
well as causing grave difficulties between the United States and the affected 
Arab governments. 

In view of the above considerations and the fact that the question of con- 
tinued financial support of UNRWA was before the 12th regular session of the 
United Nations General Assembly just concluded, I determined on October 2, 
1957, that it was in the best interests of the United States to continue financial 
assistance to UNRWA during fiscal year 1958, despite the fact that Israel and 
the Arab host governments had not as yet taken any decisive steps toward the 
resettlement and repatriation of the refugees. In accordance with this deter- 
mination, the United States pledged in the recent United Nations General 
Assembly up to $23 million, but not to exceed 70 percent of total contributions, 
during the United States 1958 fiscal year, toward the UNRWA 1957-58 budgets. 

Sincerely yours, 
JOHN Foster DULLES. 


The CHarrman. You explained the difficulties. I think we all 
appreciate those. Countries won’t receive or help them as permanent 
residents. .My question meant to ask whether our Government has 
any solution to propose. 

Secretary Dutxes. I do not think, Mr. Chairman, that a solution 
would be advanced by a public sponsorship of it by the United States. 
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You will recall—you may recall—that in 1955, I think on August 
26, 1955, I made a proposal dealing with an overall solution of the 
Arab-Israel problem. It dealt also with the problem of permanent 
boundaries for Israel—a guaranty of those boundaries, the develop- 
ment through a United Nations loan to which the United States 
would presumably subscribe of funds to create further development 
projects—more arable lands which might absorb the revenues and 
some return of refugees to Israel. 

It was a comprehensive program, which included a solution of the 
— problem. 

That proposal still stands, and that is the overall United States 
position. 

Now to work out a detailed solution of this particular problem apart 
from an overall solution is extremely difficult and is extremely delicate, 
and I doubt very much whether the solution would be advanced if I 
were to go into it further at this hearing, Mr. Chairman. 


REGROUPING OF UNITED STATES ARMY UNITS IN GERMANY 


The Cuatrman. I will now go to an entirely different kind of 
question. 

There have been recent newspaper reports that United States 
Army units in Germany are being regrouped west of the Rhine. Does 
this indicate, or will it be taken by Europeans to indicate, a partial 
United States disengagement from Germany without any quid pro 
quo from the Soviets? 

Secretary Duties. No, sir; it does not. 

The Cuarman. That is a natural question to ask. 

Secretary Dunurs. There is no substantial regrouping there that 
has any political implications whatever. 

Only minor adjustments are being made as part of the same forward 
strategy which we have always pursued. There is no political signifi- 
cance whatever to be attached to those reports, which are, | may say, 
quite exaggerated. 

The Cuatmrman. Has Germany taken any official recognition of it? 

Secretary Duties. There is no readjustment there except very minor 
ones that are being worked out under and with approval of 
SACEUR—General Norstad—as part of the regular NATO plan. 

There are constantly minor adjustments in the deployment of 
forces. There are of course more German units that come in, and 
adjustments have to be made to take that into account. But, as I say, 
this is nothing which has any political significance whatsoever. 

The Cuairman. Thank you very much. 

I will defer any further questions so that my colleagues may have 
the opportunity of asking some. 


RESPONSIBILITY FOR DETERMINING SIZE OF PROGRAM'S ECONOMIC AND 
MILITARY ASPECTS 


Have you any questions, Mr. Fulbright? 

Senator Futpricut. Yes; I have a few, Mr. Chairman. 

Mr. Secretary, to what extent do you personally participate in de- 
ciding on the relative size of the military and the nonmilitary portions 
of this proposed program ? 
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Secretary Duties. The broad program lines are worked out and 
are usually brought together at the meetings of the National Security 
Council. Such meetings are usually preceded by conferences and con- 
sultations which I hold in the Department of State, and I would say 
that I participate very fully and exert very considerable influence upon 
that decision. 

Senator Fu.srient. Is it fair to say that the relative amount or 
the distribution of the totals on which I presume the whole adminis- 
tration agrees can be spent in this field, is primarily your responsi- 
bility rather than the Defense Department ? 

Secretary Duuues. It is very difficult to appraise in detail just how 
responsibility is divided. Naturally I have to rely to a very Com ex- 
tent upon military advisers to appraise the military danger and the 
requirements in the way of Armed Forces that are needed to meet it 
in some of these countries. But I do have a very considerable opinion 
and judgment of my own about some of those matters. The question 
of the size of military forces in these countries is not wholly a military 
problem, but also involves the question of morale and the feeling of 
confidence within the country. 

Even in cases, Senator, a from a purely military standpoint, 
for example, a country might be safe in relying upon mobile power 
of the United States which would not be present in the country, there 
is a need in addition to that for visible evidence of defensive strength 
within the country. Without that evidence the confidence of the Gov- 
ernment, and its courage in dealing with these Communist problems 
would tend to diminish. That is a factor which is judged not only 
by the military, but also is judged by the Department of State, based 
on the advices we receive from our Foreign Service. That is an 
uspect of the matter where I particularly exert an influence and a 
judgment on the matter. 

Senator Furpricur. This is a question which seems to me to be 
basic, and it is difficult for us to get our teeth into it. 

The other day I asked the representatives of the military branch 
about this particular problem, and I understood them to say—at least 
they seem to feel—that the responsibility is primarily the State De- 
partment’s as to the emphasis that is given within this program to its 
military and nonmilitary aspects. 


RELATIVE EMPHASIS ON MILITARY AND NONMILITARY ASPECTS OF 
PROGRAM 


I happen to have a belief—whether it is wise or well-founded or 
not may be questioned—that we have overemphasized the military 
aspects of the program, especially in such places as Pakistan. 

I have a feeling, also, that the military people can see no limit to 
what might be done under their program. 

I have never known of a military man who felt he had adequate 
arms or all the arms he wants to have, either for our domestic de- 
fense or for any of these foreign programs. So, as a practical matter, 
I hope you do have that responsibility, and I hope that you can exer- 
cise some restraint upon the military, estan think the country 


considers this program primarily nonmilitary, when actually around 
two-thirds or three-fourths of all this money is for military assistance 
or — support directly related to military assistance. Isn’t that 
right 
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Secretary Duties. Yes, sir. Roughly—— 

Senator Futsricut. Seventy percent; isn’t it? 

Secretary Dutxes. On the basis of our request this year, approxi- 
mately two-thirds, about 66 percent or thereabouts, go either for 
military assistance or defense support. A little less than half is 
straight military assistance, which means hardware—military goods 
and related expenses, and approximately 20 percent is for defense 
wee so that roughly about two-thirds of it goes for this purpose. 

may say that is a lesser percentage than has been the case in 
— years. I have here the figures. In terms of Ps ae eh <a 
or fiscal year 1957, 87 percent was for military assistance and defense 
support, and in 1958 it was 76 percent. 
his year’s request is 67 percent, so that percentage has tended to 
decline. 

You have made a remark in which you said that we overemphasize 
the military. Perhaps we do, but it would be more accurate, if I may 
suggest it, to say that in many parts of the world the military is over- 
emphasized, and I think that is quite true, but in many of these 
countries our great trouble comes from the fact which I alluded to, 
namely, that a sense of security, courage, and willingness to deal with 
this problem, depends to a large extent upon the actual visible pres- 
ence of forces there, even though, from a purely military standpoint, 
Tae could perhaps be equally protected F me somewhere else. 

ow I just came back last week, as you perhaps know, from our 
SEATO meeting in Manila. When SEATO was organized, there 
was a strong feeling that we ought to create SEATO forces in being 
just like NATO forces in being, and have them stationed there. We, 
the United States, opposed that view. During the first year or 2 of 
SEATO we were very unpopular for having opposed that view. I 
am very gratified, having’ found at this meeting, as a resultof 4 years 
of experience, exercises that have taken place, showing the effective- 
ness of mobile power that can be brought to bear quickly at one place 
or another, there is now pretty general acceptance of the fact that we 
did not need to create Soteal Sobous in being for SEATO in these 
different countries. And while ina sense you may say that is negative 
in that we have not built up military forces rather than reduced them, 
nevertheless, it illustrates how we try as best we can to reduce the 
military needs. 

There is another situation in Korea where we have felt that the 
Korean military establishment was larger than was required in the 
light of the political situation there, in the light of the mobile power 
we could bring to bear, and in the light of the increased firepower 
of new weapons and possibilities of modernization. 

We have been having extensive negotiations with the Government 
of Korea over the past year to bring about the acceptance of a reduc- 
tion in the military forces. I think we have come to substantial 
agreement on that point at the present time. 

I illustrate these things, Senator, to make it clear that we, to a large 
extent, share the same view that you do. It is perhaps true that we 
perhaps can and should move downward in this military expenditure 
at the present time. The actual requests we are making this year to 
Congress, in comparison to that of prior years, confirms that a lesser 
percentage is now going into the purely military, and a somewhat 
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greater percentage in terms of the economic, which I think represents 
a greater threat at the present time than the purely military. 

Senator Funsriaur. Yes. And, of course, we both wish to make 
it clear we are talking only about the request for the foreign aid pro- 
gram, and not about the overall defense of the United States. 

Secretary Duties. Yes, sir. 

Senator Futsricur. As to the relative emphasis upon the nonmili- 
tary and military aspects of this program, I think you are making 
progress. I think it still may be a little too heavy on the military 
side because of the nature of the threat, which is shifting. 


SITUATION IN THE MIDDLE EAST 


This reminds me of another situation on which I would like to give 
you an opportunity to comment. 

Last year at just about this time the Congress passed the Middle 
East resolution at the urgent request of the President. The adminis- 
tration argued at that time that the Middle East resolution would 
meet a military threat in the area and provide time for other measures 
of a political and economic character to prevent economic penetration 
in that area. 

What political and economic measures has the administration taken 
or does it plan to take to stem the rising influence of the Communists 
in the Middle East? 

Secretary Duties. There have been a number of measures taken, 
although not as many as we would like to see. Of course during the 
past year in particular the United States has extended assistance to 
Jordan. Much of that has been budgetary assistance, although we 
now have a development program which we think will be helpful. 

There are projects underway in connection with the Baghdad Pact 
meeting, and I made a statement at that time indicating the willing- 
ness of the United States to support further expenditures designed 
to improve communications between the northern-tier countries—in- 
dicating that an additional $10 million would be available for that 
purpose. 

There is very considerable improvement in Iraq, which was set 
back somewhat by the interruption of the pipeline and the resulting 
loss of revenues which took place during the Suez crisis, but there is 
a good development program in Iraq. 

There is a project now actively being studied primarily by Mr. 
Hammarskjold on behalf of the United Nations, for a more ambi- 
tious economic project for the entire area. We also are conducting 
somewhat parallel studies and if those work out, they should move in 
the direction that you indicate. 

But I would say that as a whole progress along the economic line 
has not been as rapid as we could have hoped. The situation has 
been of course quite disturbed by political events and the shifts in the 
relationship of the different Arab countries—the creation of the 
United Arab Republic and the creation of the Arab Union. There 
has been such a concentration upon political evolution in that area, 
it has been so rapid, that it has not been conducive to the most efficient 
high-level concentrated study on economic matters. 
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UNION OF EGYPT AND SYRIA 


Senator Futsricut. Since you mentioned it, I wonder if you would 
give us a brief evaluation of the significance of this union of Egypt 
and Syria? Does that confront you with any great problems that 
you did not have before? 

Secretary Duties. No; it does not. It has certain at least short- 
range advantages in the sense that the somewhat more radical, pro- 
Communist elements in Syria seem not now to have as important a 
role in Government of the Arab Republic as they perhaps would have 
had and were having in the independent state of Syria. What the 
long-range result will be is harder to estimate. 

he short-range effect is not adverse at the moment. The question 
is what attitude they take; whether they will take an attitude of 
hostility toward other Arab countries is not yet clearly defined. 

know there is a good deal of apprehension on the part of some 
of the Arab States in that respect, and if those apprehensions turn 
out to be justified, then that will create problems. But all I can say 
now is that it is almost impossible, I think, to make an appraisal of 
the future. It has its good possibilities. It also has its bad possi- 
bilities, and which will prevail is as yet undisclosed. 


VETO POWER IN THE UNITED NATIONS 


Senator Fu.srient. I was interested in your comment that “Chair- 
man Bulganin recently told President Eisenhower that the Soviet 
Union would not yield an inch on the matter of veto power.” 

Are you prepared to recommend that we yield our veto power in 
the United Nations and ask them to yield theirs? What is our policy 
with regard to veto power ? 

Secretary Dutxes. President Eisenhower recommended, suggested 
to Chairman Bulganin, that without changing the Charter of the 
United Nations we should as a practical matter abstain from use of the 
veto under chapter 6 of the United Nations Charter, where it involved 
merely recommending procedures for the peaceful adjustment of 
disputes. 

Of course, the United States has never used its veto power for any 
purpose, so that did not involve any practical change in United States 
policy, as far as the past is concerned. It does seem a very foolish 
thing that procedures which merely recommend to states that the 
should settle their disputes in some peaceful way, by arbitration, ref- 
erence to World Court, and so forth, should be subject to veto. 

But Mr. Bulganin indicated that they attached the greatest im- 
portance to the veto power in the Security Council, and indeed their 
practice in relation to the disarmament matter indicates that they are, 
for all practical purposes, trying to gain a comparable veto power in 
the General Assembly. 

In effect, they are attempting to veto the functioning of the Dis- 
armament Commission as set up by the United Nations General 
Assembly by threatening that they will not attend, and demanding 
that as a condition for their attendance there should be what they 
call parity—that is, they should have as many votes as anybody else. 

Well, if they have as many votes as anybody else, that gives them 
a power to veto, and there is great danger of their trying to extend 
the principle of veto even into the General Assembly. 
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I may add, Senator, the suggestion made by the President does not 
o as far as that recommended by the Senate under the so-called 
andenberg resolution, which you may recall. 

Senator Futsricnt. I was wondering if the administration was 
prepared to make recommendations in this field, and whether it might 
be very useful in this fencing that goes on between the two countries, 
each trying to outdo the other as to a means of trying to bring about 
a lessening of tensions, as it is called. 


MILITARY AID TO LATIN AMERICA 


There are 1 or 2 other smaller points. What do you think of the 
proposal—I believe it was made by the President of Costa Rica—for 
the elimination of arms and armies among the Latin American coun- 
tries? We discussed that briefly at one of our hearings, and that 
question probably is involved in the authorization for military assist- 
ance to Latin America. Do you think that holds any hope for us, 
or would be of any benefit to us? 

Secretary Duxues. I doubt whether the idea in its literal sense 
would be practically acceptable. I do feel that the tendency in some 
of the Latin American countries as well as some other countries of the 
world to build up military establishments is an unfortunate tendency. 
It is not one that we can wholly control, and indeed it would be 
resented if we tried to control it. 

There are procurable in the world large amounts of military equip- 
ment, naval vessels and the like, even fhou h the United States ab- 
stains itself from participating in their sale. I feel that in much 
of the world there is an overemphasis today on military, and that 
countries sort of feel that to be in the swim, so to speak, they have 
to have jet planes and so forth. Even countries that have no prac- 
tical conceivable use for jet planes nevertheless want to have them. 
Their military people want to have them. They feel that if they do 
not have jet planes they are a third- or fourth-class country. There 
is a psychology in this matter which we can deplore. We cannot 
ignore it, unhappily. 

Senator Fu.srieut. If I interpret your answer correctly, you would 
not be terribly distressed if the committee in its wisdom recommended 
some reduction in arms aid to Latin America. Would you? 

Secretary Duties. I would think it would be undesirable to cut 
that item, Senator, for the reason which I indicated. By having a 
common program with them based on our plans for hemisphere de- 
fense, we fit the whole into a comprehensive scheme which is more 
sane and less disruptive of their economies than might otherwise be 
the case. 

This is a case where 

Senator Futsricnur. Are we giving any aid to Cuba, for example, 
under this program ? 

Secretary Duties. We have given aid to Cuba under this program; 





Senator Furpricut. I fail to see how the use of our arms in situa- 
tions such as the one which has developed in Cuba, or in any other 
internal matter, fits into our overall program. 

Secretary Duttes. I think you would find, Senator, if you talked 
to military people, that they would point out that there is a certain 
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responsibility allotted to Cuba, a military responsibility allotted to 
Cuba, in the case of general war. 

Senator Fursrieut. That is a big subject I won’t pursue any fur- 
ther. 


RELATIONSHIP OF OUR EDUCATIONAL SYSTEM TO THE MUTUAL 
SECURITY PROGRAM’S NEEDS 


There is one last question I would like very much for you to specu- 
late on, if you will. 

It is not perhaps directly involved in this, but I think it is indirectly, 
and it also has something to do with how this program fares in this 
country. I think you have indicated in your first statement that you 
feel that in our relations with Russia there is a shifting of emphasis 
from the military, perhaps to the subversive. I believe you used the 
word “subversion” at one place. 

Secretary Dutues. I called it in one place at least a political-eco- 
nomic offensive. 

Senator Fu.srient. That is right. The drive of the Russians, I 
believe, if I interpret you correctly, is beginning to shift over into 
the same field that this program is in—that is, emphasis upon eco- 
nomic assistance and loans to uncommitted countries, and so on. 

In this general field, I am told the Russians also are putting very 
great emphasis upon the education of personnel, equipping them to 
go out into the world to administer these programs, and putting great 
emphasis upon language instruction and upon the understanding of 
the history and culture of these various countries. We had one wit- 
ness who, I believe, said they are training today in Moscow 500 selected 
men in the Hindi language, obviously preparing them for service in 
India, and they are also teaching to others, too, many of the other 
rather exotic languages of that area. 

I wonder if you feel the educational system of this country has any 
bearing upon our effectiveness in the programs for collective security 
which you so eloquently described in the beginning of your statement. 
Do you feel that the effort to improve the educational standards of 
this country has any bearing upon this long-range program ? 

Secretary Dutxes. I think, Senator, that there ought to be much 
more emphasis than there is upon teaching a working knowledge of 
some foreign language. We always have been, I think, deficient in 
that respect, and I imagine that we still are. 

I had parents who were, as I conceive of it, at least wise enough to 
insist that when I was young I should get a working knowledge of 
one or two other languages, and that has been of invaluable as- 
sistance to me throughout my career. I had an interesting experience 
when I was at college. I came to college having spent some time in 
French speaking families in Switzerland and in France. I had a 
good working knowledge of the French language, better, I think than 
my professor. But French was the only course that I had where I 
got a third ranking mark, C; everything else, I was always A’s or 
B’s. The only course in which I was mediocre, apparently, was 
French, where I knew French better than the teacher did. 

It seemed to me that illustrated that we do not teach these lan- 
guages, or did not in those days, in a form which makes them work- 
able languages. We teach people the grammar and how to conjugate 
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and what the irregular verbs are and a lot of things of that sort, but 
that does not help you to talk. And we turn out very few people 
here with an actual working knowledge of languages. 

I am talking, of course, about something that happened 50 years 
ago. I suspect that the conditions in that respect are not very dif- 
ferent, although we now do have and develop, particularly in our 
Foreign Service Institute, and I think it is being done elsewhere, new 
ways of teaching whereby words are said to you, you put earphones 
on and hear the words said and then you repeat them beck and then 
they come back to you and you compare the two. In that way you 
. a better beara, mssrnbiess e. 

ou learn to understand better and you learn to pronounce better. 
There have been some improvements. But we find a very great 
shortage in the applicants that come in for our Foreign Service, a 
tremendous shortage of people that have a decent working language, 
a knowledge of foreign languages, and that is a great default. 

Now I would add this: It is not as serious in our case as it is in 
the case of the Russians because there are very few people in the 
world that speak Russian, whereas there are a great many people in 
the world that speak English. There has been, fortunately for us— 
it is an accident of which we can claim no credit—but there has been 
a tendency in the world to adopt English now rather than French as 
the working language. 

You may recall that at the Bandung Conference held 2 or 3 years 
ago in Bandung, Indonesia, of the Afro-Asian countries, English was 
adopted as the official language of the Conference. Everybody could 
talk English and they did not even bother to have translations except 
in a few private cases. English was the working language of the 
Conference. There is this tendency in the world to adopt English so 
that many more people speak English than, for example, Russian. 

Senator Futprient. I understand that 70 percent of the recruits in 
the Foreign Service of the State Department are without any working 
knowledge of a foreign language. Is that correct ? 

Secretary Duties. That is my impression. It is around that figure. 

Senator Poxadeaiie That puts a great burden on you. They should 
be trained in the educational system of our country, shouldn’t they ? 

Secretary Duties. Yes, and my recollection is that whereas we used 
to require a working knowledge of one language as a condition even 
for taking examinations for the Foreign Service, we have had to drop 
that now and do most of our training after the men come in. We were 
not getting enough good people because they were not getting adequate 
training in their own schools and colleges. 

Senator Futsrient. Isn’t it true that many of the complaints that 
have been leveled against this program—notably by some of our col- 
leagues from the other body who travel abroad and see in action some 
of our programs and some of the personnel—are directed at the admin- 
istration of it rather than at the concept of the program? That is, 
they will say it is not being administered properly because this or that 
person perhaps did not understand the language, the local culture, or 
the local customs, and that that is a limiting factor on the effectiveness 
of the program ? 

Secretary Duties. I think it is a limiting factor. It is quite obvious 
that other qualifications being equal, if there is added a working 
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knowledge of the language of the country where you are, you are able 
to doa much better i: 

Senator Futsrient. In other words, we are committed, and I think 
ou believe we are, by circumstances, whether we like it or not, to a 
ong-term program in this field. 

his is a further very persuasive reason why we ought to do some- 
thing about improving the educational system of the country. Would 
you agree with that ? 

Secretary Dues. I would. 


IMPACT OF SOVIET EMPHASIS ON CULTURAL ACHIEVEMENTS 


Senator Futsrient. One last observation. 

Do you think the Russians give such great emphasis to the develop- 
ment of such institutions as the Bolshoi Theater solely because of their 
interest in the arts, or do they recognize that this kind of activity may 
have great significance in this contest with the West for the respect 
and the allegiance of the newly developing countries. 

Secretary Duttxs. Senator, I believe that everything that is done by 
the Soviet Government is done primarily from the standpoint of 
whether or not it promotes the goals of international communism, and 
that includes the Bolshoi Theatre. 

Senator Futsrieut. Do you believe that does promote their pres- 
tige in the world ? 

Secretary Duties. Yes, sir. 

Senator Futsricut. Then would you agree that the lack of any 
comparable development in Washington is a great handicap to our 
— to the uncommitted peoples of the world ¢ 

retary Duxues. I agree with that if you give it a comparable 
broad meaning. I don’t think it means necessarily we have to have a 
ballet going through the same motions that the Bolshoi goes through. 

Senator Futsricut. No; but some comparable development or, we 
will say, interest that is similar to their activities in this field. Do you 
think that has any significance in this struggle with the Russians? 

Secretary Duties. It does, but I would not want to make ourselves 
over in the pattern of the regimented society. I said everything that 
goes on in the Soviet Union goes on under the direction and guidance 
of the Government, which in turn takes the direction and guidance of 
the Soviet Communist Party. All that is done with the view to ad- 
vancing the goals and ambitions of the Communist Party and its 
affiliates in other parts of the world. 

But we do not want to make ourselves over in the image of this thing 
that we find so evil. I would not want to see the United States oper- 
ate under a governmental direction whereby the education of this 
country was primarily geared into political objectives. I think that 
that would be a mistake. 

That does not mean that there isn’t an intermediate position. I felt 
myself that our education here in terms of foreign languages was 
inadequate long before the October revolution. Therefore, to advo- 
cate a better teaching of foreign languages is nothing which is neces- 
sarily ascribable to our cold-war struggle. There are some things that 
are inherently important and good to do, and to some extent obviously 
we have to take into account the political situation that we are in and 
the needs of the cold war. 
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But I would not want, and I am sure you do not mean to imply, that 
our educational system should be directed by the Federal Govern- 
ment, primarily with a view to promoting the cold-war objectives. 

Senator Futsricut. Not at all. 

On the other hand, to take the other position, I do not think we 
ought to refrain from developing our educational system or our under- 
standing of other civilized activities simply because the Russians do 
those things. I think that we have a tendency to think that if they do 
it, why, then, we mustn’t copy them. The truth is that the Russians 
have copied and imitated a great many of our best achievements. 

Take this very program we are talking about. We initiated it 
long ago, and now the Russians have been outdoing us in this very 
activity. For many years they wouldn’t have an exchange program. 
Now they are very eager for it. They keep picking up everything we 
do that is beneficial. Now if we take the view that because they have 
the Bolshoi, we do not want to copy them, then I think we are very 
shortsighted. There were many beautiful activities in this field long 
before the Russians undertook them. 

The point I am trying to make is this: I think that if this is not 
destined to be a military struggle but a test of the superiority of the 
two civilizations, why, then, should we neglect basic education—which 
we should have had, I grant, without the Russians ever appearing. 
If our people are permitted to grow up without intellectual discipline, 
without any real development of appreciation for the various fine arts, 
I think we will make a great mistake.. These newly. developed coun- 
tries will believe that there is no depth to our culture and they will 
believe the Russians’ propaganda that we are a barbaric country. 
This is important in the persuading of the people that we are a civil- 
ized country. 

I think it is a mistake for us to feel that we must not copy anything 
they do. They come along and take over for their purpose everything 
they can that we do that is beneficial. 

hat is all, Mr. Chairman. 


AUTHORIZATION FOR MILITARY ASSISTANCE AND DEFENSE SUPPORT 


The Cuatrman. Mr. Smith, have you any questions? 

Senator Smit. Yes, Mr. Chairman, I have a few questions. 

Mr. Dulles, when Secretary McElroy was here, he testified that he 
would favor a continuing authorization for military assistance and 
defense support, as was requested by the administration last -year. 
The administration did not renew that request this year. Was that 
because there was opposition to it last year in the Congress? 

Secretary Duties. It was because, Senator, there was opposition, 
and that opposition seemed to be so formidable that it was something 
to which the administration felt it had to pay heed becausé it did not 


seem likely that the views which prevailed last year would change this. 
year. 


Personally, I think that at least the item of military assistance had 
better be under a continuing authorization in the defense budget, but 
there seemed to be such opposition to that that we did not attempt to. 
ask for it again this year. 

Senator SmirH. You will recall that our committee and the Senate 
favored separating the military from the rest of the program and 
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putting it all under the Defense Department budget under a continu- 
ing authorization. That approach was abandoned because of the 
mpeeee in the House and in the Appropriations Committee, and 
that request has not been renewed this year. 

Do you still feel in light of the year that has intervened that that 
_— _— provision? Would you like to see that change brought 
about 

Secretary Duties. I did not understand you. Do I think what? 

Senator Smrru. In the report last year of the Special Committee 
to Study the Foreign Aid Program, it was recommended that the 
military part of the program be separated from the economic part 
and put under the Defense Department budget. The House re- 
sisted that and said it could not get through the House in that form, 
so we abandoned the idea and gave way to the House resistance. 

Secretary Duties. That is correct. 

If it were feasible this year to put military assistance into the 
Defense Department budget through a continuing authorization 
that did not set a ceiling on the amount, but just authorized what 
might be appropriated, I think that would be desirable; yes. 

_ oak Searie. I just wanted to see whether your thinking had 
changed. 

Secretary Duties. No; our thinking has not changed, but just as 
last year the Senate felt that it should give way on that point, so 
the administration felt that it should give way on it. 


RESPONSIBILITY FOR ADMINISTRATION OF DEVELOPMENT LOAN FUND 


Senator Smirn. Now this is the next question I want to ask you: 

The administration proposes the incorporation of the Development 
Loan Fund under a five-man Board of Directors. Only two of these 
Directors will be officials responsible to the Secretary of State. Does 
the corporate form, and the membership of the Board of Directors, 
give the Fund more independence from you, the Secretary of State? 

Secretary Duties. There would be at least in theory a greater 
measure of independence, but I do not think in fact that it would tend 
to nullify the influence which the Secretary of State would have in 
that fund, because while the United States Executive Director of 
the World Bank and the President of the Export-Import Bank are 
not by any statutory authority at least under the influence of the 
Secretary of State, nevertheless they do take account of foreign 
policy considerations. I have always found that in practice, for 
example, the President of the Export-Import Bank, who incideutally 
was an associate of mine as an Assistant Secretary of State for a 
while, is sensitive to the policy considerations which are reflected by 
the Secretary of State, so I do not have any concern on that point. 

There would be really 3 people on that Board of Directors; not 2 
but 3, who would really be statutorily under the guidance of the 
Secretary of State. 

There is a Deputy Under Secretary, Mr. Dillon. There would be 
the Director of the ICA, and there would be the Manager of the 
Fund, so that 3 out of the 5 would, I think, take guidance from the 
Secretary of State. The other two I think, in fact, would. 

Senator Smirn. My own thinking was along that line, but I 
thought I would ask this question for the record. 
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Secretary Duties. Yes. 

Senator Smrru. Mr. Dillon and Mr. Smith would probably be the 
ones who would be actively framing up the proposals with the Pres- 
ident of the Export-Import Bank. Their positions probably would 
be the important factors. 

Secretary Duties. Yes. 


DISTINCTION BETWEEN DEFENSE SUPPORT AND SPECIAL ASSISTANCE 


Senator Smiru. Now when Secretary McElroy was here, I asked 
him a few questions about defense support. There is a difference this 
year from last year in the presentation book on the definition of de- 
fense support, which raises a number of questions: I won’t read this 
staff memorandum I have, but I will ask that it be put in the record 
so that I can ask you questions based on it, which are simply aimed 
at trying to get some clear-cut distinction between what we now call 
defense support and special assistance. 

The first question really would be whether the administration will 
object to a consolidation of what is defined as defense support in the 
presentation book and what is defined as special assistance. 

It is said that defense support and special assistance would not 
appear together in any one country, that they be either/or but not 
both. We are a little bit confused in our record as to just what that 
means. 

Secretary Duties. Senator, I think it is useful to keep the concept 
of defense support distinct from special assistance. The advantage 
of the defense support concept is that the recipient countries as well 
as the Congress and the people of the United States understand a little 
better what is the reason for this defense support. 

In other words, it is in order to enable countries where our military 
assistance helps to maintain military forces at levels agreed with us, 
to sustain those forces despite the fact that their own economies alone 
would not permit forces of that magnitude. 

There is a very definite connection there between the military effort 
of these countries and the level of defense support funds, and I think 
that is a useful distinction to preserve both from the standpoint of the 
recipient countries and from the standpoint of third countries who 
may be comparing what they get with aka other people get. 

Also, from the standpoint of the American people. 

‘ Senator Smirn. Mr. Secretary, there are a few more questions in 
this connection that I do want to ask you. 

The presentation book says the contribution which defense support 
“is intended to elicit from the recipient country” may include, among 
other things, active participation in, or cooperation with, a collective 
security organization such as NATO, SEATO, or the Baghdad Pact; 
or the acceptance of missile bases or the stockpiling of atomic weapons 
within its territory. 

Does not this approach lend itself to the charge that defense support 
in a way is a payoff for political cooperation? That sounds a little 
involved. 

Secretary Duties. The answer to that is “No.” The measuring rod 
for defense support is in the main a compensation to the economy of a 
country for losses that economy suffers as a consequence of maintain- 
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ing armed forces, when the country could not maintain those armed 
forces without that compensation. 

I realize that the definition is highly technical and my answer may 
not be 100 percent technically correct, but it is broadly speaking, I am 
sure, a correct answer. 

Senator Smiru. I might suggest, then, that we put this staff memo- 
randum into the record and give you the opportunity to adjust your 
answers to the questions here. 

(The staff memorandum is as follows :) 


UNITED STATES SENATE 
COMMITTEE ON FOREIGN RELATIONS 
STAFF MEMORANDUM OF MARCH 18, 1957 


RELATIONSHIP OF MILITARY ASSISTANCE AND DEFENSE SUPPORT 


A. Background 

The program this year again changes the concept of defense support. The 
presentation book (World Wide Summary Statements, p. 37) defines defense 
support as “that economic assistance which is required, in addition to military 
assistance, in order to secure a specific contribution to the common defense by 
another country in which United States military aid is helping to support 
significant military forces.” This is narrower than last year’s concept when 
defense support was not limited to countries in which the United States was 
helping to support significant military forces. 

The presentation book says the new concept “is in general accord with the 
recommendations which were made last year in the report of the Senate For- 
eign Relations Committee.” That report, however, said defense support should 
be limited “to that aid which is specifically designed to sustain or increase the 
military effort of the recipient country.” The report recognized that additional 
economic assistance would be desirable for certain countries but, it said, “this 
additional aid must be clearly justified and labeled for what it is; it can no 
longer masquerade as defense support.” 

The Foreign Relations Committee last year tied defense support directly to 
military forces. The presentation book’s definition this year ties it to “a 
specific contribution * * * to the common defense,” and besides the mainte- 
nance of military forces, this may include the furnishing of military facilities 
for United States or other Allied use, or the country’s continued acceptance of 
certain military risks, obligations, or responsibilities. 

In this connection, it is pertinent to note that the Senate Special Committee 
To Study the Foreign Aid Program last year concluded that the concept of 
defense support should be abandoned and that all economic type aid, other than 
that on a loan basis, be lumped together as supporting assistance. 


B. Questions 

Will not the concept of defense support embodied in the presentation book this 
year result in continued confusion and criticism such as that in the Hardy 
committee report in the House? 

Would the administration object to a consolidation of “defense support” and 
“special assistance”? 

The presentation book (p. 38) says the contribution which defense support 
“is intended to elicit from the recipient country” may include, among other 
things, active participation in, or cooperation with, a collective security organi- 
zation such as NATO, SEATO, or the Baghdad Pact; or the acceptance of 
missile bases or the stockpiling of atomic weapons within its territory. Does 
not this approach lend itself to the charge that defense support is a payoff for 
political cooperation? 

The presentation book further says (p. 42) that defense support “has as its 
central aim the solution of those problems which must be solved in order to 
attain a specific military objective in a country where the United States is 
supporting substantial military forces with military assistance.” For each 
country for which it is proposed to furnish defense support in 1959, list (a) 
the problems which must be solved and (6) the specific military objective which 
is sought. 
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In distinguishing between defense support and special assistance, the pres- 
entation book says (p. 42), “The two forms of aid will not be found in the 
same country.” But on page 54, the book says, “Special assistance will not 
normally be programed for a country which is already receiving defense sup- 
port.” [Emphasis supplied.] Explain this apparent contradiction. 


Senator Smiru. The next question I want to ask is along this same 
line. 
The presentation book further says that defense support— 


has as its central aim the solution of those problems which must be solved in 
order to attain a specific military objective in a country where the United 
States is supporting substantial military forces with military assistance. 


For each country for which it is proposed to furnish defense support 
in 1959, could you furnish us with a list showing, () the problems 
which must be solved in that particular country, and (0) the specific 
military objective which is sought ? 

In other words, identify the problem with the objective. Could 
that be furnished for the record ? 

Secretary Duties. I am quite confident it can. 

(The State Department subsequently submitted the following memo- 
randum for inclusion in the record. Classified portions are deleted :) 


REASONS FOR DEFENSE SUPPORT IN THOSE COUNTRIES FOR WHICH Fiscant YEAR 
1959 ProGRAMS ARE PROPOSED 


Defense support is that economic assistance which is required, in addition 
to military assistance, in order to secure a specific contribution to the common 
defense by another country in which United States military aid is helping to 
support significant military forces. 

This memorandum is in response to the questions: 

(a) What are the specific contributions to the common defense sought to be 
secured through defense support from each of the countries for which such aid 
is proposed for fiscal year 1959 ; and 

(b) What are the economic or political conditions which give rise to a need 
for defense support in each of these countries? 

For fiscal year 1959, defense support is proposed for 12 countries—Korea, 
Philippines, Republic of China, Vietnam, Laos, Cambodia, Thailand, Pakistan, 
Iran, Turkey, Greece and Spain. Except for Spain, each of these countries is 
part of the land and offshore island belt that marks the immediate southern and 
eastern perimeter of the Sino-Soviet bloc. Of these 11, only Cambodia is sepa- 
rated by other land from Communist territory—and only by a few miles of 
loosely held, Communist threatened mountainous and jungle areas in troubled 
Laos. The proximity of these nations to Communist territory gives them special 
strategic importance to the United States. But this propinquity also makes them 
primary targets of the Sino-Soviet bloc and renders them particularly vulnerable 
to Communist actions. The presence on their borders of Sino-Soviet bloc forces 
naturally affects their political attitudes toward the risks of maintaining firm 
ties with the free world. 

The regular military forces of these 12 countries total about 3 million men. 
The maintenance of these forces, considered essential for our own security by 
the Joint Chiefs of Staff, poses serious problems for these countries, most of which 
are relatively underdeveloped and without sufficient resources to support forces 
of the size they are prepared to contribute to the common defense. Maintenance 
of effective forces over the long term depends on a certain minimum level of 
political and economic stability. Further, there is a practical political limit 
on the ability and willingness of a country to use its income for military purposes 
rather than for increased consumption of investment. Hence defense support 
is needed to permit the attainment of the desired military effort without any 
significant retrogression in the country’s economic condition. In some cases 
political conditions demand some measure of positive per capita growth in income 
and consumption. 

In addition to the military forces provided, six countries among the proposed 
recipients of defense support for fiscal year 1959 also provide strategically im- 
portant military facilities for United States or allied use. With the exception 
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of Spain, all of the countries where defense support is proposed are also members 
of collective security arrangements, or are allied to us by bilateral mutual defense 
treaties, or are covered by specific United States defense commitments. In addi- 
tion to the factors previously mentioned, defense support may be needed in 
these cases to induce the other government to provide the desired facilities or 
accept the resultant political and military risks. 


SPAIN 


(a) Contributions to the common defense 


Spain contributes a complex of vital air and naval bases for joint use by 
United States and Spanish forces. [Deleted. ] 


(b) Conditions giving rise to a need for defense support 


(1) Continuing inflation, under which wholesale prices have risen 20 percent 
and the volume of currency in circulation increased 22 percent over the past year. 
(2) Lack of foreign exchange. 
(3) Lack of adequate reserves of foodstuffs and industrial raw materials. 
[Deleted. ] 
GREECE 


(a) Contribution to the common defense 


(1) Substantial military forces committed to NATO, with 2.1 percent of 
population in the Armed Forces. 

(2) Military installations which are important for United States use in the 
strategic eastern Mediterranean. 

(3) Membership in and strong support of NATO. 

[ Deleted. ] 


(b) Conditions giving rise to a need for defense support 


(1) Continuation of the present Greek defense effort, 5 percent of the GNP, 
despite competing requirements for other purposes would impose pressure which 
Greek resources could not meet. 
(2) Though dependent on imports for a large part of food supply as well as | 

raw materials, consumer goods and capital equipment, external payments deficit 
is increasing and foreign exchange reserves have fallen. 
(3) Necessity of providing resources to maintain economic stability and avert 
inflationary pressure. 
TURKEY 


(a) Contributions to the common defense 


(1) The largest armed forces in the Middle East, committed to NATO. 

(2) Major military installations available for United States use in the strate- 
gic eastern Mediterranean. 

(3) Stanch support of NATO and the Baghdad Pact. 


(b) Conditions giving rise to a need for defense support 


(1) Necessity of maintaining basic levels of economic activity in order to 
sustain defense commitment and retain political stability. 

(2) Annual population increase of almost 3 percent which necessitates sig- 
nificant increase in output merely to avoid retrogression. 

(3) Shortage of foreign exchange needed to maintain essential flow of sup- 
plies and equipment. 

(4) Earnings from abroad limited by unfavorable trading position and do- 
mestic price pressures. 

(5) Access to new credits to support imports limited by foreign liabilities i 
amounting to $1.2 billion. 

IRAN 
t 


(a) Contributions to the common defense 


(1) Substantial armed forces. 
(2) Strong, active support of the Baghdad Pact. 
[ Deleted. ] 


(b) Conditions giving rise to a need for defense support 

(1) With one of the world’s lowest per capita incomes, long-range political 
stability requires an extensive development program supported presently by 
60 percent of total oil revenues. 
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(2) Need for construction of military facilities to increase effectiveness of 
armed forces. 
[ Deleted. ] 
PAKISTAN 


{a) Contributions to the common defense 


(1) A professional volunteer armed force of substantial size,-supported by 
expenditures amounting to about one-third of the national budget. 

(2) Wholehearted and unequivocal support of SEATO and the Baghdad 
Pact. 

[ Deleted. ] 
(b) Conditions giving rise to a need for defense support 

(1) Lack of self-sufficiency in food, aggravated by an annual population in- 
crease of a million. 

(2) Defense expenditure amounting to approximately one-third of the national 
budget. 

(3) Because of (1) and (2), a shortage of foreign exchange for essential 
supplies and decline in exchange reserves. 

(4) Inability to maintain an economic pace sufficient to prevent even net 
economic retrogression. 

THAILAND 


(a) Contributions to the common defense 


(1) Military forces, increasing in size and modernization. 

(2) Enthusiastic support of SEATO, which makes the country the hub of 
United States security efforts in Southeast Asia. 

[ Deleted. ] 

(b) Conditions giving rise to a need for defense support 

(1) Strain on the Thai budget (28 percent) caused by maintenance of strong 
defense forces. 

(2) Rate of economic growth inadequate to meet both the demands of its 
people for better living standards and the requirements for an adequate defense 
posture. 

(3) Internal critics who argue that increased defense outlays and collective 
security arrangements with the West inhibit economic and social progress, and 
who advocate closer ties with the Soviet bloc. 

(4) Need for strategic communication facilities. 


CHINA (TAIWAN) 


{a) Contributions to the common defense 


(1) Vigorously anti-Communist, well-trained and relatively modern military 
forces, second in size among the indigenous forces of free Asia only to Korea. 
(2) Major bases for United States use on the flank of Communist China. 
(3) Adherence to bilateral Mutual Defense Treaty with the United States. 

[ Deleted. ] 

. 

(bv) Conditions giving rise to a need for defense support 

(1) Heavy drain on resources, production, and manpower caused by support 
of the military. 

(2) Inadequate resources to support the military and at the same time meet 
minimum requirements of the rapidly increasing civilian population. 

(3) Danger of inflation in the face of heavy military expenditures. 

(4) Limited foreign exchange resources. 

[ Deleted. ] 

PHILIPPINES 


{a) Contributions to the common defense 


(1) Sizable military forces which have restored and maintained internal 
peace and order by greatly reducing the Communist (HUK) movement, and are 
now being developed to enable them to make a contribution to the external de- 
fense of the country. 

(2) Major installations for United States use on the southern end of our 
Western Pacific line of defense. 

(3) Vigorous support of SEATO and adherence to a bilateral Mutual Defense 
Assistance Treaty with the United States. 

[Deleted.] 
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(b) Conditions giving rise to a need for defense support 

(1) Serious deterioration in overall economic conditions. 

(2) Inadequate foreign exchange earnings to finance the level of imports re- 
quired to meet the expanding needs of the growing population. 

(3) Inadequate Government revenues to meet both military construction and 
public-welfare needs. 

[Deleted.] 

KOREA 


(a) Contributions to the common defense 

(1) The largest indigenous military force in free Asia, which not only con- 
stitutes a deterrent to renewed Communist aggression, but contributes to over- 
all free-world strength in the area. 

(2) Major installations for United States use. 

(3) Adherence to bilateral Mutual Defense Assistance Treaty with the United 
States. 

[Deleted.] 


(b) Conditions which give rise to a need for defense support 

(1) Agricultural and industrial production far from adequate to meet the 
needs of the present large military effort and the consumption requirements 
of the greatly increased population. 

(2) Inability to finance necessary imports; in 1957, exports paid for only 5 
percent of total imports. 

(3) Scarcity of known natural resources. 

(4) Inflation remains a serious potential threat because of heavy spending 
for extraordinary defense and reconstruction efforts. 


VIETNAM 


(a) Contributions to the common defense 
Vietnam contributes a substantial military force willing to make an aggressive 
and so far successful effort to establish and maintain internal security and 
sufficient to constitute a significant deterrent to renewed Communist aggression. 
[ Deleted. ] 


(b) Conditions giving rise to a need for defense support 

(1) Inability to finance the cost of military forces required for security with- 
out disruptive inflation and a drastic cut in living standards. 

(2) Lack of sufficient public and private investment to meet the economic and 
political challenge of Communist propaganda stressing economic development 
in the north. 

(3) Lack of significant mineral and industrial resources. 

(4) Need for improved transportation and communication facilities to enhance 
the mobility and effectiveness of the military forces. 


CAMBODIA 


(a) Contribution to the common defense 

Cambodia contributes military forces which are being strengthened to cope 
more effectively with the ever-present danger of overt Communist action. By 
their very existence and state of readiness, these forces provide a strong de- 
terrent. 

[ Deleted. ] 


(b) Conditions which give rise to a need for defense support 

(1) Low level of productivity resulting in low incomes and limited tax reve- 
nues, which render Government unable to finance the cost of present military 
forces. 

(2) Inability to import essential commodities. 

(3) Demand of people for programs satisfying their basic needs. 

[ Deleted. ] 

LAOS 


(a) Contributions to the common defense 


Laos contributes a small but reliable army in a troubled and extremely vulner- 
able country. 
[ Deleted. ] 





ES 
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4b) Conditions giving rise to a need for defense support 


(1) Extreme underdevelopment, with about 95 percent of the population en- 
gaged in subsistence agriculture. 

(2) Need to import almost all manufactured products. 

(3) Need to develop minimum basic governmental services. 

[ Deleted. ] 


Senator Smrrn. In distinguishing between defense support and 
‘special assistance, the Presentation Book says: 


The two forms of aid will not be found in the same country. 
But on page 54, the book says: 


Special assistance will not normally be programed for a country which is 


-already receiving defense support. 


Does that imply that sometimes in peculiar cases a country might 
get both types of support ? 

Secretary Dues. I believe, Senator, that the two are intended to 
be mutually exclusive, and that the word “normally” is unnecessary. 

Senator Smiru. Then you cannot think of any circumstance which 
might arise whereby a country would receive both forms of assistance. 

ecretary Duties. I do not think at the moment of any case where 
they would not be mutually exclusive. 

Senator Smiru. I think this will be helpful in explaining this to our 
colleagues because many of them have raised the question with me of 
what is meant by defense support, and how is it distinguished from 
other economic aid. We must get clearly in our minds just what 
distinctions we make on them. And I think if you furnish that list 
that I suggested be prepared on the problems which must be solved 
and the specific military objectives which are sought in the case o 
each of these countries to which we are furnishing defense support 
this year, it might clarify matters so that we can answer questions 
more effectively. 

Secretary Duties. I will try and supply for the record a more com- 
plete clarification. I know that these definitions are extremely tech- 
nical. There has been some change in the definition this year of 
“defense support” to try and make it more readily understandable and 
more clearcut. But in order to be sure that my answer is correct, I 
would like to supply it for the record. 

(The State Department subsequently furnished the following in- 
formation for the record :) 


RELATIONSHIP OF DEFENSE SUPPORT AND SPECIAL ASSISTANCE 


As pointed out by Secretary Dulles in his opening statement, special assist- 
ance “is designed to meet certain important needs which cannot be met out of 
other categories of aid.” He defined one of these needs as “help to maintain 
political and economic stability in certain nations where we do not support sub- 
stantial military forces and which are not therefore eligible for assistance under 
defense support.” In such instances the two categories of aid are mutually ex- 
clusive and both could not be programed for the same country. 

Another need which special assistance is designed to meet, as identified by 
Secretary Dulles, is support of “such activities as assistance to West Berlin, to 
continue the worldwide malaria eradication program, and for other important 
uses.” Funds for malaria eradication are programed in relation to the problem 
of malaria without regard to other categories of aid or any distinction among 
countries in terms of whether United States assistance is helping to Support sub- 
stantial military forces. Such funds for malaria eradication might in fact be 
spent in a country receiving defense support assistance. Because of this possi- 
bility, the presentation book stated that “special assistance will not normally be 
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al for a country which is already receiving defense support.” [Empha- 
sis added. 

With reference to the memorandum by the staff, it should be noted that while 
the presentation book sets forth the purpose of defense support as “to support 
a specific contribution to the common defense,” it continues with the phrase “by 
another country in which United States military aid is helping to support sig- 
nificant military forces.” The presentation book likewise states, in the definition 
of special assistance, that “special assistance is the economic aid that is nec- 
essary to achieve any of the variety of political, economic or other objectives 
which the United States may have in any country where the United States is not 
providing assistance in support of significant military forces and where the as- 
sistance rendered cannot appropriately be provided either as technical assistance 
or from the Development Loan Fund.” 


WHY AID IS GIVEN TO NEUTRAL OR COMMUNIST NATIONS 


Senator Smiru. That is why I suggested that this memorandum of 
the committee staff be incorporated in the record and that you be given 
the opportunity to answer. 

Now Mr. Secretary, here is a problem that has given me a good bit 
of concern and also some of my colleagues. 

Under the proposed bill economic assistance will continue to be ex- 
tended to the neutral nations and also to countries like Poland which 
have asked for aid and to whom we are contemplating giving aid, 
although Poland is behind the Iron Curtain. We have no desire to 
strengthen Gomulko. We had the difficult problem of Yugoslavia 
last year. 

I would like very much to get your view as to the justification for 
our giving economic aid to neutral countries, such as India in its 5- 
year plan, which incidentally I am very much in favor of, and also to 
some of these countries behind the Iron Curtain, like Poland where 
there has been evidence of internal unrest. As I look at it, it is desir- 
able for us to give those people encouragement if they are in need of 
something, she as foodstuffs, by a friendly gesture of that kind, and 
by doing something really constructive rather than just saying, “If 
you don’t sign up with us as allies, we won’t go along with you.” ‘That 
issue will certainly come up in the debate and I want to get fortified 
by your own presentation of why we deal with curtain countries who 
are under the domination of Moscow and give them any aid at all, 
and why we assist the neutral countries like India, which I feel we 
do want to help for very special reasons. 

Secretary Duties. While we do not ignore humanitarian consid- 
erations and the duty which devolves upon strong countries to help 
those who are weaker, I would say that in the main the purpose of 
the funds is to assist countries to maintain or to gain increased free- 
dom and independence. 

Now I had to speak at the SEATO Conference last week about this 
very question that you raise, because some of the countries there felt 
that they as allies were entitled to a greater measure of support, and 
that certain countries who were not allies were entitled to a less meas- 
ure of support. That is a very natural concern, and I dealt with that 
matter by pointing out that we do not use these funds primarily for 
andimanaed senate; but we do it in a way which is designed, as Tote, 


to promote freedom or advance freedom in areas which are vital to us 
all. Just as in the case of a hot war, we do not deploy our military 
forces in accordance with sentimental considerations, we do not send 
our armies to countries by calculating which we love the most. We 
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send them where they will do the most good to help achieve victory. 
So it is that in the present conditions of a cold war, we use our funds 
in the way which in our judgment will best achieve victory, vic- 
tory meaning the ability of free nations to survive and ultimately of 
the less free nations to regain their independence. 

That is the reason we use these moneys where we do. In the case 
of India, there isn’t any nation in Asia, any free nation in Asia, which 
would not be deeply concerned if communism were to take over 
India. It would be a blow to freedom in that part of the world 
comparable to the blow which occurred when the Communists took 
over the mainland of China. 

India has a culture, an influence, a prestige in the area which, if 
it were an asset in the hands of communism, would greatly en- 
danger all the rest of the free countries of Asia. 

Therefore, if we assist in what we believe to be the genuine and 
intelligent efforts of the Government of India to develop institutions 
of freedom which will help preserve freedom in India, we are helping 
everybody, not just India. | 

You speak about Yugoslavia. Yugoslavia was the first and so far 
the only country which was completely subject to the dictation of 
the Soviet Communist Party in Moscow to break away. It did so 
under conditions where it was extremely courageous to do so. It is 
still independent of Moscow. I had the Yugoslav voting record in 
the United Nations for the last 2 years checked and it indicates that in 
the majority of important political votes Yugoslavia did not vote 
with the Soviet Union. It split votes, either by abstaining when it 
voted yes or no, or by voting directly contrary in some cases. 

There is in my opinion no doubt whatever but that Yugoslavia is 
independent of Moscow and is zealously seeking to maintain its in- 
dependence. We want to see that result, but not because of approval 
of everything that goes on in Yugoslavia. We do not approve every- 
thing that goes on in most countries, and there is particular criticism 
of much that goes on in Yugoslavia. But all of us would lose—not 
just Yugoslavia—if Yugoslavia were reduced to complete dependence 
again upon Moscow. That would be a very serious blow to the de- 
sires and aspirations of other countries of the area to achieve their 
independence. 

We have, as you know, cut off very largely, cut down very largely, 
on aid to Yugoslavia, particularly military assistance which is being 
cut off in its entirety. The principal assistance is now provided under 
Public Law 480 which involves payment by Yugoslavia in local 
currency, with some special assistance proposed on a loan basis. 

In the case of Poland, there has been a measure of independence 
shown by Poland, and we believe that as countries show their inde- 
pendence of Moscow, they are entitled to be treated somewhat differ- 
ently by us from countries which are wholly subservient to Moscow. 

Again, we do that not because we like everything that goes on in 
Poland by any means, but because we believe that it is in the com- 
mon interest. 

When you are waging the kind of a campaign that we are waging 
here, as I say, you deal with the situation in terms of what is going 
to be good for us all in order to reestablish a world of freedom, 
independence of nations, and liberty for individuals to pursue their 
fundamental rights. 
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You do what you think will promote that goal, and that may in- 
volve assistance to countries which in many respects do not carry 
out policies which you admire. But it is in the service of the basic 
cause to which we are committed. 

Senator Smirn. You would say, would you not, that the policy of 
the United States, then, is really to give encouragement ma beat to 
countries anywhere in the world seeking freedom, independence 
and self-determination, and to be away from the dominance of out- 
side powers, such as communistic Russia. 

Secretary Duties. Yes. And, of course, provided if we think our 
assistance is indispensable in that respect. 

Senator Smrrn. Yes, and if it is the desire of these countries to 
have us give them this assistance. Sometimes we cannot do it. We 
cannot foment revolutions and so on, but one cannot help but feel 
impressed by what happened in Hungary, which was the terrible re- 
sult of those poor people not being allowed to really be free. 

And there were efforts made in Poland and they were suppressed 
there to a certain extent. Of course, Yugoslavia, it seems to me, 
is a case in which it is well worth using the methods you have sug- 
gested, Mr. Secretary. 


QUESTION OF EXTENDING ECONOMIC ASSISTANCE THROUGH REGIONAL 
ORGANIZATIONS 


Let me ask you this about NATO: Has any progress been made 
toward the cooperative economic assistance by NATO nations to the 
underdeveloped countries as expressed in the NATO communique of 
last December? And I want to ask you a similar question with 
regard to the recent SEATO Conference and the expressions there 
that seemed to indicate there was interest in cooperative economic 
assistance among the countries party to the treaty and also the sur- 
rounding countries. 

How is that developing in these two groups which were originally 
started as purely military defensive alliances ? 

Secretary Duties. We do not think that it is useful to put the 
NATO label on assistance to underdeveloped countries, because so 
many of the NATO countries have a colonial record, that that is 
not the best label. Actually, a number of NATO countries are in fact 
assisting underdeveloped countries through other mechanisms. For 
instance, the United Kingdom is a large contributor to the Colombo 
plan. France has been making very substantial contributions. The 
Federal Republic of Germany is extending credit in a number of 
instances, and there is a considerable total effort being made by 
NATO countries in various ways. 

As I say, we do not think it is desirable to create a NATO 
mechanism for doing these things. 

There are plenty of other mechanisms that exist. You do not 
necessarily get the Sata result by multiplying the number of agencies 


that exist for extending assistance. 

In the case of SEATO, there are a few SEATO projects. We 
agreed this year to establish a school at Bangkok which will draw peo- 
ple from the SEATO area, and we have, as you know, been working 
on a project of atomic education at Manila. But there are not many 
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projects, as I pointed out, which lend themselves to support in terms 
of these regional organizations. 

I did mention the communications project, which we dealt with 
at the meeting of the Baghdad Pact at Ankara, early this year. In 
the main, I do not think that these organizations, NATO, SEATO, 
the Baghdad Pact, themselves provide the best mechanisms for deal- 
ing with this economic trouble. The other mechanisms that exist— 
bilateral assistance, loans through the Export-Import Bank or 
through the Development Loan Fund, loans through the World Bank, 
some of the activities of the United Nations in the field of technical 
cooperation and the like, the Colombo plan—there are a number of 
mechanisms of this sort for providing assistance. I do not think 
necessarily these collective defense organizations are the best mech- 
anism for diverting economic assistance from present channels into 
these regional organizations as a new channel. 


INTERDEPENDENCE OF NATIONS 


Senator Smiru. You used the word “interdependence” a couple 
of times in your statement, and from your whole presentation this 
year, it seems as though you are moving toward the emphasis on 
interdependence of all people in the world in trying to solve some of 
these problems. 

Even in discussion of the summit talks, there is sort of a feeling 
there that we are groping for a real genuine and sound recognition 
of the interdependence of all peoples. 

I just mention that in passing. I gathered from your statement. 
that you were thinking in those terms. 

Secretary Dues. Yes, sir. 


UNITED STATES ECONOMIC RECESSION AND THE MUTUAL SECURITY 
PROGRAM 


Senator Smiru. Now you mentioned the mutual security program 
as having a real role in combating the current economic situation in 
this country. I think you made it clear that 75 percent of the pro- 
curement money for military and economic aid will be spent in this 
country. 

Was that 75 percent the figure you meant to leave with us? 

Secretary Dutves. Yes, sir; the overall figure is about that. It is 
somewhat higher in the military and somewhat less in the economic. 
The overall percentage is about 75. 

Senator SmirnH. You are emphasizing that in this present reces- 
sion this would be one of the factors contributing to help keep up 
employment or increase employment. 

Secretary Duties. Yes, sir. I cited on the basis of the last avail- 
able figures that we have that this program gives employment to 
600,000 Americans, and if it were cut off 600,000 Americans would 
lose their jobs. 

Senator Smiru. That is what I want to bring out again, so that we 
realize that is a big factor in various measures we are now considering 
to ease the recession. 


Thank you, Mr. Chairman. 


| 
+ 
| 
| 
| 
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STATEMENT OF SENATOR 0°’MAHONEY 


(During the course of Senator Smith’s remarks, the following state- 
ment was made:) 

Senator O’Manoney. Mr. Chairman, I wonder if the Senator from 
New Jersey would yield to me for about 30 seconds. I have to attend 
a meeting of the Judiciary Committee for which I am late, and they 
are calling for me, but I would like to make a brief request of this 
committee in the presence of Mr, Secretary Dulles. 

Senator Smiru. I certainly will be very happy to extend that 
courtesy to my distinguished colleague from Wyoming. 

The Cuarrman. The Senator is recognized for that purpose. 

Senator O’Manonry. The Senator from New Jersey is always very 
kind and cooperative. 

I desire to appear before the committee to express my views about the 
foreign aid program. I am completely in favor of economic aid to 
foreign countries, aid which will tend to strengthen the economy of 
those countries and make them self-supporting. But Iam not in favor 
of the manner in which this aid is now being administered. It con- 
stitutes, as I see it, a delegation to the President and by him to others 
of the powers of Congress. It is most important, if we are to lead 
the world to free government, that we shall show the world how a free 
government operates, “by, for, and of the people,” and not “by, for, 
and of the anonymous assistants of the executive departments.” 

The President’s economic report submitted to us in January calls 
for expenditures amounting to $73,900 million during fiscal year 1959. 
That estimate of expenditure for 1959 was made before sputnik was 
launched. 

Now some $2 billion has been added to that expenditure. But if we 
add the amount for mutual security, concerning which the Secretary 
is here testifying, to the sum for the interest on the national debt, 
$7,900 million, and add to that the $5 billion which is estimated to be 
needed for the payment of pensions and the rehabilitation of veterans, 
we find that the total expenditure then estimated in January for past 
wars, for preparation for future war, and for the economic war which 
is now being carried on amounts to $58 billion plus. 

There is left out of the total Federal budget submitted by the Presi- 
dent only $15,200 million for the normal activities of the Government 
of the United States, including the ordinary activities of the State 
Department. 

I feel that it is obligatory upon all branches of the Government, 
including the executive branches of the Government, and including 
of course the Congress, to devote every possible bit of attention during 
the next 2 months to discovering ways and means of promoting the 
budget receipts of the United States, to stimulate the economy of the 
United States, because we have to carry this burden. 

If the interest upon the national debt continues to climb, if the 
budget continues to be pushed out of balance, we are likely to lose the 
cold war itself, and therefore, I think it is necessary for the Depart- 
ment of State, as well as for the Foreign Relations Committee, to 
give consideration to these matters. I should like to express my point 
of view upon the problem, suggest some answers, and, since the 
Secretary is here, I want to remind the committee that when he testi- 
fied last year in favor of the Development Loan Fund, in answer to 
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some of the queries of members of the committee, he said that it was a 
risky business, a risky business. The risk, Mr. Chairman, is so great 
that it may involve the very survival of free government. 

I thank you very much for this opportunity, and I assume that a 
time will be set down for me to appear. 

The Cuarrman. Would you like to appear before the committee? 

Senator O’Manoney. Oh, I want to appear before the committee. 
That is the purpose of my request. 

Thank you very much, Senator Smith. 

Senator Smirxa. Mr. Chairman, I would like to request that the 
very interesting statement made by the Senator from Wyoming follow 
after the conclusion of my questions asked of the Secretary so that it 
does not interfere with the continuity of my questions. 

The Cuarrman. That will be done. 

Mr. Sparkman, have you some questions to ask ? 

Senator Sparkman. Yes, Mr. Chairman. I shall be very brief. 
Most of the things that I wanted to ask about have already been 
covered. 

First, Mr. Secretary, I want to say to you I think you have made 
a very fine presentation. 

As a matter of fact, I feel that the entire program this year has 
been presented in fine shape, including the President’s message and 
the presentation that we have had before this committee. 

Secretary Duties. Thank you. 


DISTINCTION BETWEEN SPECIAL ASSISTANCE AND CONTINGENCY FUND 


Senator SparkMan. I want to ask just a few things. 

There is one fund of $212 million special assistance. Then there is 
another $200 million to be provided as a contingency fund for the 
President. Are they to be used in virtually the same manner? 

Secretary Duties. The $200 million is the contingent fund to be 
used for requirements that cannot now be foreseen or precisely de- 
termined. 

What we can foresee as an almost certainty is that there will be 
unexpected emergencies that will occur. If we could define those 
emergencies in advance, we would provide for them now through one 
of the other categories of aid. 

Special assistance is all programed for needs which we now know to 
exist. 

Senator SparKMan. In other words, the $212 million is for known 
purposes ? 

Secretary Duties. Yes, sir, for needs that can be programed. 

Senator Sparkman. That could be itemized now ? 

Secretary Duties. That is right. 

Senator Sparkman. And the $200 million is a contingent fund that 
might be for the same type of things, but they are unforeseen at the 
present time. 

Secretary Duties. Yes, for the same type of requirements covered 
by the program but now unforeseen. For example, last year there 
were developments in Jordan that were quite unexpected. We can 
program some of that at the present time but we contd not have done 
so a year or more ago. 
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Senator Sparkman. In other words, a part of that now can be car- 
ried in the $212 million item ? 
Secretary Dutizs. Yes, sir. 


COST OF MAINTAINING BASES ABROAD 


Senator Sparkman. The straight defense amount, as you state, is 
$1,800 million, plus $835 million for defense support, or a total of 
$2,635 million tied directly to defense. You bring out the point that 
the major portion of that goes to NATO. 

We have had testimony before this committee in previous hearings 
that we are today maintaining 275 bases in foreign countries. Are 
those 275 bases sustained by this particular authorization ? 

Secretary Duuuxs. Not entirely. For example, the bases in north 
Africa are not covered by either military assistance or defense 
support. 

nder the definition of defense support last year I think some aid 
in recognition of those bases was covered. This year the definition has 
been altered so that defense support only goes to countries who are 
themselves maintaining military forces that cooperate with our own. 

And since Morocco, for example, does not do that, it would no longer 
come in under defense support. 

Senator Sparkman. I realize that, but how are the bases, and the 
costs for the maintenance of our forces there financed? Is that a part 
of our defense setup rather than a part of our foreign aid program ? 

Secretary Duxixs. The actual maintenance of forces is part of the 
regular defense budget. 

enator SpaRKMAN. Regular defense budget. 

Secretary Duties. Yes. 

Senator Sparkman. And not carried as a part of this? 

Secretary Duties. Now we do provide a certain amount of eco- 
nomic assistance to Morocco, but it is not in any legal way connected 
with the base situation. 

Senator Sparkman. I believe you point out that the $625 million 
for ime Development Loan Fund, has already been authorized; has it 
not ‘ 

Secretary Duties. Yes, sir. 

Sensoetingtvenat. In last year’s program ? 

Secretary Duties. Yes, sir. 


NATIONS ASSISTING UNDERDEVELOPED AREAS 


Senator Sparkman. I was going to ask you if any of our allies are 
giving aid to some of the underdeveloped countries? But I believe 
you developed that very well, particularly with reference to NATO. 
Other than the NATO countries, are any of our other allies or the 
nations that we aid helping other nations? 

Secretary Duuzes. There is no substantial economic assistance pro- 


vided except, as a quick generalization, for the NATO countries and 
Australia and New Zealand. There may be some other slight con- 
tributions, but I would say in the main it is the Western European 
countries, Canada, Australia, and New Zealand which with the United 
States would probably carry 95 percent, I suppose, of any of this 
assistance. 
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SOVIET PERFORMANCE ON AID COMMITMENTS 


Senator SparKMAN. Mr. Secretary, we often hear that in the eco- 
nomic competition between Russia and the United States, Russia 
simply promises and then does not deliver. Is that true or is she 
delivering aid? 

Secretary Dutuxs. No, sir. I would say that at the beginning of 
their political-economic offensive there were cases where the per- 
formance was poor. But our information is that during the last year 
or two their nee has been extremely good, and that the defi- 
ciencies which attended perhaps the earlier stages of this thing have 
been corrected. 


SOURCE OF UNITED STATES AID TO POLAND 


Senator Sparkman. Did the loan that we made to Poland come out 
of the mutual security program ? 

Secretary Dutixs. The bulk of it was provided under Public Law 
480. 

Senator SparkMan. Public Law 480? 

Secretary Duties. Then there is a certain amount of actual cash 
made available to be administered through the Export-Import Bank. 

Senator SparkMAN. We wrote into the law a couple of years ago 
a requirement that the President make a finding that Yugoslavia was 
not under control of the Kremlin, and also that giving aid to that 
country would contribute to our own national security. Does the 
same formula apply to Poland ¢ 

Secretary Duties. We did make—I think a comparable finding 
which was required by the provisions of Public Law 480. 

Senator SrarkMAN. So, in effect, the same formula applies? 

Secretary Duties. Much the same. 

Senator SparkMAN. That is all, Mr. Chairman. 


PROPORTION UNITED STATES AND U. 8S. 8S. R. SPEND ON MILITARY AND 
ECONOMIC AID 


The Cuatrman, Mr. Kennedy, you have been very patient in wait- 
ing. 

‘Senator Kennepy. I will be very brief. 

Mr. Secretary, in your statement the figures you gave on Soviet 
assistance were $1.6 billion in economic aid and $400 million for mili- 
tary assistance. 

If you add up our figures, you would have $1.8 billion for military 
assistance, $835 million for defense support, which is directly tied 
to the military, and then the other programs which involve economic 
assistance which are far less in amount. 

It seems to me that the ratio of the Soviet Union’s economic aid 
to its military aid is far greater than ours. It is almost reversed. 
Don’t you think that, while it is very important that we maintain 
our own national defense, particularly in the missile field, the Soviet 
Union may be using better judgment in concentrating on the economic, 
rather than the military, in contradistinction to ourselves ¢ 

Secretary Dutxes. I will answer that in two parts if I may, Senator. 

The figures which I gave here for the Soviet effort do not include 
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Soviet assistance to its allies. In other words, the Warsaw Pact 
countries and Communist China. 

If those figures were introduced, and they are very difficult to obtain, 
it would give a much different picture. These figures are in terms 
of assistance to countries which are not part of the Sino-Soviet bloc 
or any alliance. Therefore the particular conclusion that you draw 
would perhaps have to be altered if we had those other figures avail- 
able and made a more complete comparison. These figures of ours 
indicate military assistance that goes to our allies, and if you reduced 
the figures to aid provided only to nonallies the result would be quite 
different. 

MILITARY AID CONSIDERATIONS 


Now on your basic question, of course, I dealt with that quite at 
length, I think, in answer to questions that were put by Senator 
Fulbright. 

I believe, although naturally on these matters I have to take largely 
the advice of military people, I believe that the military portion of 
this program is important. As I pointed out to Senator Fulbright, 
it is not merely a military matter. It is the fact that these countries 
are not confident of themselves, of their own strength, of their ability 
to combat subversion. They do not have the strength of mind and 
will to combat internal Communist efforts unless they feel that they 
do have a substantial military establishment of their own. 

Now you can argue that their military establishment is too big, 
and I often do argue that with them. My own opinion is that in some 
cases it is too big. 

We are working very hard in a number of quarters to try and bring 
about some reductions. But the morale impact of that is something 
which has to be taken into account. You just cannot stand at a dis- 
tance of several thousand miles and coldbloodedly say, “You don’t 
need this, you don’t need that.” You have got to take into account 
the feelings in the country on the part of the government and the 
— and they contrast what they have with what somebody else 

as, and it is a psychological and morale problem in addition to being 
a military problem. 

I would say this, also, Senator. In figuring the amounts needed 
we are cutting the pipeline back in a way which may be quite serious, 
particularly if there should be any further cuts. We are spending on 
military assistance more than is being appropriated. 

Now when we started this process of spending more than was 
appropriated, there was enough in the pipelines so that that was a 
sound thing to do. We are reaching a point now where we are either 

oing to have to, under our present schedules, cut back very sharply 
in the next year or two, or else seek larger appropriations, because our 
prpsine will be dangerously exhausted. 
he cuts that took place in the current fiscal year have not had any 
grave effect because we have gone on spending at the same rate which 
we had asked for authorization and eet But the military 
eople and the President and myself have felt it necessary to do that 
or the reasons that I have indicated. 

But we are drawing down on the pipeline to a point that might 

create a rather dangerous situation. 
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INADEQUACY OF ECONOMIC ASSISTANCE PROPOSED 


Senator Kennepy. Mr. Secretary, the point I want to make is that 
I think the economic assistance that is proposed in this bill is inade- 
quate, in view of the very serious nature of the problems within those 
underdeveloped countries, the population increase and the effort that 
the Soviet Union is making. And while it may be necessary to concen- 
trate this military assistance and defense support in some of these 
countries, particularly countries like Vietnam and others which are 
faced with a strong army across the border which could conceivably 
be used, nevertheless I think the amount provided for economic assist- 
ance is inadequate in view of the problem. 

You have stated this morning that you would regard the loss of 
India as serious as the loss of China, and I would agree. They are 
now in their second 5-year plan. The amount of assistance that we are 
giving them is not, I think, sufficient, nor is it as much as they originally 
talked about, at least as did the Finance Minister when he was here. 

The rate of interest of the Export-Import Bank, on long-term 
credits, is 514 to 514 percent. I know that the Congress has not dealt 
very generously with the program, but to persigbsnee Paul, if the 
bugle does not blow a strong note, it is questionable whether anyone 
will be ready to follow. 

I am wondering, because we have not met our responsibilities in 
the matter, whether it would not be a better policy to put it right up 
to us again to recommend a program which really will make a dent in 
the economic problems of these countries. Then if we fail to meet the 
responsibility, it is our fault and not the administration’s or your 
responsibility. 

Secretary Duties. I think that we would certainly like to have 
more money. 

Senator Kennepy. I think it is more than just more money. The 
point of the matter is that these problems are terribly serious. We are 
spending a good deal of money on defense. If I add up all of the 
so-called economic assistance that you could conceivably spend, and 
compared to the population of these countries and the seriousness of 
the problem, it does not seem to me—and I am sure that you will 
agree—that these programs could really make much of a dent in im- 
proving the standards of living of the people there, considering their 
population increase, no matter how you add it up. The administration 
is asking $163.5 million for technical assistance scattered over a great 
many countries, which include a great many people, $212 million for 
special assistance, $200 million for a contingency fund and $106.6 mil- 
lion for other programs. I am excluding the defense support, which 
is rather narrowly concentrated in a few countries, and the military 
assistance. I do not think that those figures I cited add up to a very 
major response to a problem which I think is certainly as serious as 
the military one. 

Secretary Duties. You put me in a rather difficult position, Sen- 
ator, because I would hate to be an advocate of doing less in this area, 
which I agree with you is of the utmost importance. 

I would, however, point out these factors. Of course these figures 
do not take into account the activities of the Export-Import Bank 
which are quite appreciable, or of the World Bank, which is also sub- 
stantial, and to which we contribute the greater part of the funds, or 
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at least the American people do, nor does it take into account the pri- 
vate activities which are not great in the critical areas, but which do 
exist to some extent. 

If all of the sources were drawn together, the picture would be con- 
siderably better than just a figure drawn from our mutual security 
program. 

Senator Kennepy. I would say that the World Bank makes a 
— hard loan, even though it has a national or international policy 

hind it. An Export-Import Bank loan is a pretty hard loan, too. 
Now in the case of India, it seems to me the demands are greater than 
not only what the United States has done to assist, but for, example, 
Canada or Germany, too. 

I do not think that the German record has been particularly im- 
pressive in this field, either. After all, they have iad great pros- 
perity in that country for some years. It is true they have made a 

oan—I think of $150 million to India—but the terms they have 
set for repayment have been quite firm. 

The question that I have is this: I agree with you on the im- 
portance of India, on the importance of many other of these coun- 
tries and the problems that they have and are going to have the 
next decade. I am just wondering, in spite of the fact that a great 
amount of money is being spent and is planned to be spent, $3.9 
billion, whether in truth, very much really is being done for most 
of these underdeveloped countries, particularly those that do not 
have a military alliance with us. 

Would you care to make a response on that? Then I have two 
other questions. 

Secretary Duss. I believe, Senator, that a good deal is being done. 
Now of course in all of these matters the bulk of what is done must 
be done by the countries themselves, and what comes from abroad is a 
stimulant. It is something that covers foreign exchange portions 
of their program which are rarely more than a small percentage, and 
it provides essential capital and encourages the effort within a 
country. 

I do not think that the impact of our effort can be measured just 
by taking the number of dollars and dividing it on a per capita basis. 

& — it is quite small indeed. But the value of money is 
to be appraised somewhat differently than that in my opinion. 

When you think of projects that are being gotten underway, the 
stimulus that is given to these countries to do things themselves, when 
you think of other sources—now you take the World Bank. It makes 
loans to India. 'To be sure, they are hard loans in the sense that they 
are loans that are expected to be repaid. But the world has up to the 
present time operated primarily on the basis of development through 
loans that were to be repaid; and we hope, indeed, that the loans of the 
Development Loan Fund will be repaid, although we recognize that 
we make those under conditions where the risks are somewhat greater 
than in the case of loans made by the Export-Import Bank or, of 
course, the International Bank. 

I would think that we have a program which is substantial, which is 
recognized as such, and which maintaiis the movement in the right 
direction. 

The important thing is that there should be in these countries a 
sense of moving toward better development, and better economic con- 





ry mw 8 _, 


-~ 


we 0 — © 





MUTUAL SECURITY ACT OF 1958 183 


dition for their people. The sense of direction is almost more im- 
portant than the rate of progress. It is going to take a long, long time 
before you abolish poverty in India, and any program which had that 
as a short-term objective would be, of course, colossal. More than 
that, it would be bound to fail because it cannot be done quickly. 

This effort involves education. One of the great. problems that we 
have in these development programs is that there is not the degree of 
education which is necessary to move into an industrial stage. 

The actual rate of progress that can be made is oftentimes limited 
not just by the amount of dollars that are made available, but by other 
factors which are an even greater limiting force. 

Senator Kennepy. Mr. Secretary, 1 remember last year, I was 
impressed by the fact that our economic assistance to all the eight 
Arab countries, as I remember it, was only one-twentieth of the amount 
that was given to Formosa, most of which, of course, was military 
assistance, 

I took a somewhat careful look at our economic assistance program 
for Tunisia, a country which has very serious domestic problems. The 
amount of assistance we have given, in relation to the problems and in 
relation to the importance of Tunisia and the fact that it is a friendly 
government, seems to me somewhat inadequate. 

So I would say that of the $3.9 billion that would certainly not be a 
relatively large program. 

I think the division of economic assistance, the amount that will 
really go to these countries which are desperately hard hit and on 
which our security depends, is quite inadequate. 


POSSIBLE REVISION OF BATTLE ACT 


The only other question I wanted to ask you is this: Last year this 
question of the Polish loan came up; and one of the problems, as I 
understand it, in responding to the Polish loan was not only a political 
one but the restriction in the Battle Act. Therefore, it was proposed 
that there might be some change in the Battle Act so that it might 
be possible for us to give a country such as Poland, which occupies a 
particular position in the division of power, more direct assistance, 
instead of having to make the rather elaborate manipulations which 
you were forced to do because of legislative restrictions. 

I do not know whether the situation there is going to be such that 
we are going to want to continue to give economic assistance. 

But assuming that we do, would it be of any assistance to you in 
your responsibilities if it were somewhat easier for mutual assistance 
funds to be given directly to a country like Poland if you felt it was 
in the national interest, rather than having to use these special steps 
that you used last year? In other words, [ have in mind an amend- 
ment to the Battle Act? 

Secretary Duties. Yes; I do believe it would be in the national 
interest to have the Battle Act amended, and I believe you have made 
some proposals along those lines. 

Senator Kennepy. That is correct. 

Secretary Duties. The ability to use these funds to achieve the 
objectives desired by the Congress sometimes is inhibited by the ri- 
gidity of provisions which are imposed by the Congress with one sit- 
uation in mind, and then actually you get a new situation which the 
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Congress did not foresee, but you find yourself tied up with those 
provisions that were put in for another purpose and which, at the 
time it was done, it was quite understandable. 

Therefore, more flexibility would, in my opinion, be very desirable. 

Senator Krennepy. I want to thank you. 

Thank you, Mr. Chairman. 

The CuHatrman. Mr. Secretary, you have been very patient in 
answering all our questions. 

Let me thank you heartily for coming here and giving us your time 
and so much information which should be very helpful. 

Secretary Dutixzs. Thank you, sir. 

The Cuarrman. The next a meeting to consider the mutual 
security program will be held at 10 a. m., Wednesday, March 26, in 


this room. The witness will be General Norstad. 

The meeting stands adjourned. 

(Whereupon, at 12:15 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, March 26, 1958.) 
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WEDNESDAY, MARCH 26, 1958 


Unirep Srates SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 318, 
_ Office Building, Senator Theodore Francis Green (chairman) 

residing. 

: Presents Senators Green, Humphrey, Mansfield, Smith, Hicken- 
looper, and Aiken. 

he CHarrMan. The meeting will please come to order. The Com- 
mittee on Foreign Relations this morning continues consideration of 
the Mutual Security Act of 1958. 

Our witness will be Gen. Lauris Norstad, Supreme Commander, 
Allied Forces, Europe. 

General Norstad has just returned to Washington from Paris in 
order to meet with the committee, which I assure the general that 
the committee appreciates very highly. 

General Norstad will first testify in public session. After the 
general has completed his initial statement, if there is no objection, 
I suggest that members limit their questions during the public session 
to 5 minutes each. Inasmuch as members will have an opportunity 
to question General Norstad in executive session, I hope they will defer 
asking sensitive questions until after the public meeting. The com- 
mittee will then adjourn for 5 minutes so that the room may be 
cleared, and then we will reconvene in this same room for an executive 
session. 

General Norstad, it is a pleasure to welcome you here again. 

I had opportunity last fall to visit all of the NATO countries which 
you have helped weld together into a defensive alliance, and I was 
much impressed with the fine things I heard about you everywhere. 
Will you please proceed in your own way. 


STATEMENT OF GEN. LAURIS NORSTAD, SUPREME ALLIED COM- 
MANDER IN EUROPE; ACCOMPANIED BY MANSFIELD D. 
SPRAGUE, ASSISTANT SECRETARY OF DEFENSE (INTERNA- 
TIONAL SECURITY AFFAIRS) 


General Norstap. Thank you very much, Mr. Chairman. It is again 
a great privilege for me to appear before this committee, and I am 
particularly happy to be here today in support of the Mutual Security 
Act of 1958. : 
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(General Norstad’s prepared statement is as follows:) 


STATEMENT OF Gen. LauRIS Norstap, SUPREME ALLIED COMMANDER, EUROPE 


Mr. Chairman and members of the committee, appearing before your com- 
mittee in support of the Mutual Security Act of 1958 is a distinct pleasure for 
me, 

I feel that perhaps the time you are able to give to my appearance can best 
be used by my discussing in general terms the progress that has been made in 
my area of NATO—Allied Command Europe—and the important part that 
American military assistance has placed in making that progress possible. 

Before I turn to the particulars of my command, I should like to emphasize 
one aspect of NATO’s military effort that is of paramount importance. Its 
purpose, derived directly from the North Atlantic Treaty is to prevent war. 
Because this purpose is so clearly stated in the preamble to the treaty, I feel 
it bears frequent repetition : ~ 

“The parties to this treaty reaffirm their faith in the purpose and principles 
of the charter of the United Nations and their desire to live in peace with all 
peoples and all governments. 

“They are determined to safeguard the freedom, common heritage, and civili- 
zation of their peoples, founded on the principles of democracy, individual lib- 
erty, and the rule of law. 

“They seek to promote stability and well-being in the North Atlantic area. 

“They are resolved to unite their efforts for collective defense and for the 
preservation of peace and security. 

“They therefore agree to this North Atlantic Treaty.” 

There have been three important phases in the development of the military 
forces required to carry out this NATO objective. Each of these phases resulted 
from the necessity for keeping the forces up to date and on a realistic basis, in 
consonance with the threat that continues to face us and our own abilities to 
meet this threat. 

The first key point was represented by the decisions taken at the Lisbon Con- 
ference in 1952. The military requirements set up at that time were based 
almost entirely upon conventional forces and arms and were therefore very 
large. 

The second point came in 1954 when NATO revised its plans and programs 
to take into account two factors: First, a realization that the NATO nations 
could not maintain on a continuing basis the level of effort envisaged at Lisbon ; 
second, and even more important, the knowledge that nuclear weapons would 
become available in sufficient quantity and in types appropriate to the mission 
of defending the European areas of NATO. 

The 1954 strategy took into account the weapons that would be available over 
the period of the next several years, thus permitting the Lisbon manpower 
goals to be reduced very substantially. Your committee is familiar with the 
plan so I will not go into its particulars. 

Now we have come to the third turning point in our planning. More than a 
year ago, we started another detailed exai.ination of future requirements. 
This has now resulted in a new long-range plan, which we at SHAPE call our 
minimum forces study. In general this study proceeds logically from, but 
progresses beyond, the 1954 plan. It takes into consideration the changing 
character of the threat as well as the new weapons that will become available 
over the next 5 years to defend against that threat. 

Because the defense aspects of the mutual security program you are consid- 
ering relates directly to these NATO plans and are essential to their success, 
I should like to discuss the broad basis of our future planning. 

The mission of the forces under my command—aAllied Command Europe 
derived from the treaty, is to defend NATO’s forward line in Europe. Beyond 
that responsibility lies one even more important, and one not sufficiently 
understood by. the peoples of the alliance. These forces are there, Americans 
with the others, not alone to fight, if war should come, but primarily to prevent 
war. Their basic purpose is to deter aggression. Therefore the NATO forces 
must be measured not as geographically separate and concerned only with 
Europe, important as a free Europe is, but rather as a central source of strength 
in the vast apparatus of defense that we have come to call the deterrent. 

Our capacity for decisive retaliation in case we are attacked continues to 
be the most effective single element in the deterrent. The bulk of the forces 
that would carry out this task are national forces, such as the United States 
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Strategic Air Command, the United Kingdom Bomber Command, and certain 
naval forces. Although they are not directly assigned to NATO, nonetheless all 
of our planning efforts in Allied Command Europe are based on the conviction 
that these retaliatory forces are effective, and will continue to be effective. 

A unique feature of Allied Command Europe’s place in NATO is its “Shield,” 
which consists of the land, sea, and air forces that are charged with holding 
the forward line in Europe. 

The NATO shield has three purposes: 

Because the Soviet threat is near and real to the peoples of Europe, one of 
the functions of the shield is to give firm, positive evidence of NATO’s will and 
ability to defend these peoples and their territories in case of attack. However, 
because important new weapons permit an approach quite different from what 
would have been necessary in the past, the NATO strategy does not contemplate 
vast and prolonged land campaigns of the past. Instead, it places upon the 
shield a limited—but highly critical—task: To hold an attack until the total 
weight of the retaliatory power could be brought to bear. This is a traditional 
role of this type of forces, and although I feel that the shield has other essential 
functions, I mention this one first, because it is impossible to overemphasize how 
important is this particular function to our allies in Europe. 

An important function of the shield—perhaps its most important function— 
is its contribution to the deterrent. Because of the effectiveness of our retalia- 
tory forces, the danger of a general war, deliberately launched, becomes more 
remote. There remains a gap in our deterrent, however: The risk of a war 
arising from miscalculation, border incident, or a probing operation invited by 
weakness on the NATO periphery. But an adequate shield, confronting him 
in immediate opposition, makes him stop to think before he would move against 
us, no matter how limited his objective. For then he would have to use sub- 
stantial force to breach the shield, an act he knows would bring down upon him 
the full weight of the deterrent, including our heavy strategic power. In this 
function, the shield serves to integrate the several elements of the deterrent. 

A third function of the shield is that it provides us with essential military and 
political flexibility. If we concentrate only on weapons and forces for general 
war, we deny to ourselves the capacity to dispose of lesser situations, and could 
suggest an opportunity for limited aggressions, which ultimately could bring 
us disaster. In other words, we must be able to respond to less than ultimate 
incidents with decisive, but less than ultimate means. By this I am not suggest- 
ing that limited wars are possible along this sensitive frontier of NATO. It 
would be very unlikely, I feel, that a serious incident could remain limited. By 
having an effective shield, authority is added to the deterrent, and flexibility 
provided to our political and military strategy. 

There are two other aspects of the shield I would like to point out: 

First, the United States makes a substantial, an indispensable, contribution to 
the shield, and for good reason: United States troops are there not only for 
the defense of Europe, but to defend, from Europe, the United States. 

Second, the shield forces can no longer be considered as “conventional forces,” 
a point I should like to emphasize, for although they retain a conventional 
capability, their minimum size requires that they be equipped with the most 
modern weapons, including nuclear weapons, deployed and available on a wide 
basis throughout the NATO forces. 

Up until recently, this has not been possible, since both nuclear warheads and 
delivery means have been almost entirely in the hands of United States forces. 
However, based upon actions proposed by the United States at the heads of 
government meeting last December, a NATO atomic stockpile system is being 
established, which will permit atomic warheads to be released to appropriate 
allied commanders when necessary for defense against attack. 

Recent military assistance programs have started providing our allies with 
modern weapons. The assistance program now before you proposes an increase 
in the number of missiles and modern aircraft with this very purpose in mind, 
as a part of a phased program to develop the strengthened nuclear capability 
we must attain. Thus, by assisting our allies to increase this capability among 
their forces, we feel that we can fulfill the military requirement I have 
described. 

The success we have already had toward accomplishing the objectives I have 
described has exceeded our expectations. Effective forces have been raised, 
bases and facilities have been constructed, command and control networks have 
been developed. Allied Command Europe started with almost nothing; now the 
attainment of its force goals is in sight. The numerical strength of our army 
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and air forces has been increased substantially, and when you apply the factor 
of modern equipment and weapons, their effectiveness can be multiplied many 
times. In the northern region—Denmark and Norway—and in the southern 
region—Italy, Greece, and Turkey—our goals of manpower and broad organiza- 
tional structure have been largely achieved. We also have made important 
p in increasing the effectiveness of these units. Because of certain 
deficiencies, they are not able fully to carry out the mission assigned to them; 
they are, nonetheless, already contributing to the deterrent, and would be able 
to give a good account of themselves in case of an attack. 

This progress has been made possible, in very large measure, by the mutual 
security programs of the United States. For in addition to the actual weapons 
and equipment provided to allied forces, these programs—including the one now 
under consideration—have served, and can continue to serve, as a catalyst to 
permit a much greater contribution on the part of our allies to the collective 
defense. 

In fact, it is my opinion that no American dollar has given us more defense 
than the dollar spent on military assistance. 

Thank you. 

General Norsrap. In your opening remarks, you referred to the 
unity and the strength of the NATO alliance, and I feel, from the 

osition of my particular responsibility, that these assistance programs 
of the United States have been a major factor in creating the founda- 
tion of strength on which this unity has been built. 

I would like today, if it is agreeable with you, sir, to give a general 
background of the organization for which I am responsible and to 
which these assistance prowtene make such a contribution. I think in 


that way I can be of the greatest assistance to the committee. 
PREAMBLE OF NORTH ATLANTIC TREATY 


In order to put my later remarks into a proper context, I would like 
to refer to our statement of mission, which is no place better stated 
than it is in the North Atlantic Treaty itself. That treaty, as you will 
recall, was signed here in Washington in April 1949. 
I should like to emphasize that the military agencies of the NATO 
alliance, just as all other activities of the alliance, are all directed to 
the purposes stated in the preamble to this treaty and to which I would 
like now to refer briefly : 
The parties to this treaty reaffirm their faith in the purposes and principles 
of the Charter of the United Nations and the desire to live in peace with all 
peoples and all governments. 
They are determined to safeguard the freedom, common heritage, and civiliza- 
tion of their peoples, founded on principles of democracy, individual liberty, and 
the rule of law. 
They seek to promote stability and well-being in the North Atlantic area. 
They are resolved to unite their efforts for collective defense and for the preserva- 
tion of peace and security. 
This is the charter for all activities of NATO, including its military 
activity. 
I am sure that you, Mr. Chairman, and the members of the com- 
mittee, agree with me that this is not only a fine statement of principle 
for this organization, but is equally a fine statement of principle for 
all of us as individuals. 
NATO’S STRUCTURE 


With this background, I would like to show you some charts, if I 
may, and discuss in general terms the military organization which has 
been created. To carry out these purposes and principles which 
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established in 1949 


Excuse me, I think you will have to raise your voice 


The CHAIRMAN. 


a little. 
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General Norsrap. To carry out the purposes and the principles 
which I have just read from the treaty there was established an 
organization which had at the top a political authority, the North 
Atlantic Council with which the committee is familiar. This body 
[pointing to chart No. 1] is presided over at the present time by 
Secretary General Paul Henri Spaak, who has an international staff 
to assist him. The members of the Council are representatives from 
each of the 15 NATO countries. The Council is the political authority 
of the alliance. Then, just as we have, in the United States and other 
member countries, a highest military authority, so we have a top 
military authority in NATO. 

It is called the Military Committee, and consists of the senior mili- 
tary representatives of the NATO countries having armed forces. 
It has an executive agency, the standing group consisting of repre- 
sentatives of France, the United Kingdom, and the United States, 
which meets in Washington. Under the Military Committee come 
the major commands and agencies responsible for carrying out the 
military activities. There is the Supreme Allied Command, Atlantic, 
the Canadian-United States Regional Planning Group, the Channel 
Committee, and the Supreme Allied Commander, Europe, which posi- 
tion it ismy privilege to hold. 
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The geographical area covered by Allied Command, Europe, extends 
[indicating chart II] from the northern tip of Norway through the 
continent of Europe and the Mediterranean to the eastern boundaries 
of Turkey. This frontier is some 4,000 miles long and is organized 
under my headquarters into 4 subordinate commands, the northern 
region, consisting of Norway and Denmark, with headquarters in Oslo; 
a central command with headquarters in Fontainebleau, just south of 
nae and the southern region, comprising Italy, Greece, and 

urkey. 

Then there is a naval command, Allied Forces, Mediterranean, 
charged with maintaining the sea lines of communication through the 
Mediterranean. This is the framework through which are discharged 
the military functions of the European frontier of the alliance. 


CHART 3 


THE MISSION 


(@) TO PREVENT WAR 


2) TO DEFEND NATO IF ATTACKED 


NATO’S MILITARY MISSION 


On this chart you see our statement of mission, our military mission, 
which springs directly from the treaty I read to you a moment ago. 

From time to time as you know, Mr. Chairman, we are given politi- 
cal directives by the North Atlantic Council. This brings into current 
terms the objectives and the tasks of the military agencies, but in 
broad principle, our mission does not change from year to year; and 
it has remained the same since 1951 when our headquarters was first 
established. 

This mission can be stated very briefly: Our first mission in point 
of time, and in point of importance, is to make the maximum contri- 
bution we can with the forces made available to us to the important 
function of preventing war. I would like to emphasize to the com- 
mittee that this is the primary function of this military command. It 
is first in the effort we devote to it. It is first in the importance we 
attach to it. 

Our second task is to defend the people and territories of the NATO 
countries in the event we should fail in this first mission. 

It is our first mission—to prevent war—which has added so much 
weight to the expression “deterrent.” 
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CHART 4 


THE DETERRENT 





RETALIATORY FORCES 


SHIELD FORCES 
WILL 


I think I am right in saying that the meaning that we attach to it 
is probably a development of the period from 1945 to 1950, when it 
was more or less synonymous with heavy strategic striking forces, the 
so-called retaliatory forces. These retaliatory forces, in our judg- 
ment, continue to constitute an absolutely essential part of the deter- 
rent. 

But we feel there is another important element, of the deterrent. 
This is the shield forces—the army and navy and air forces actually 
charged with defending the forward lines of the NATO countries and 
which are deployed on that line. 

Of course, supporting both the retaliatory forces and the shield 
forces is a third element—the will, the determination of our peoples, 
individually and collectively, in this alliance to use these forces in 
their defense. 

Certainly the retaliatory forces are an essential part of the de- 
terrent. We have always based our plans on the assumption—in fact 
the conviction—that the retaliatory forces would be effective. Other- 
wise, we would not have been able to plan our other forces on a mini- 
mum basis. Thus, we do place great dependence upon the effective- 
ness of the United States Strategic Air Command, the U. K. Bomber 
Command and the air units of our sister Allied Command in the 
Atlantic. 

NUCLEAR STRIKE FORCES 


In addition, we have certain forces—the so-called strike forces, as- 
signed to Allied Command Europe that have an atomic capability of 
their own. Third United States Air Force, based in the United King- 
dom. It was created, equipped and trained to deliver atomic weapons 
in support of Allied defensive plans. On the Continent itself we have 
the United States Seventh Army, which has an increasing nuclear 
capability, and elements of the United States Air Force based in 
Germany and France. In Italy there is a support force, a task force 
of the United States Army equipped with Honest John rockets and 
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Corporal missiles, and an element of the United States Air Force for 
the purpose of supporting Allied operations in that area. Then there 
is of course the United States Sixth Fleet in the Mediterranean which 
has a nuclear capability. 

Although these forces are even at the present time very substantial 
forces, they require some improvement and some extension in order 
to carry out their mission. Consequently, we have recommended that 
this nuclear delivery ee be distributed more widely throughout 
the command, and that it be distributed without limitation as to geo- 
graphical area or nationality of the troops involved. 

At the heads of government meeting last December, the principle 
of a NATO atomic stockpile was accepted by the 15 countries. We 
place great dependence in our defense plans upon the added strength 
and better distribution of strength, this will give us. It will make all 
of our forces more effective to the extent that we can have some reason- 
able assurance of carrying out our mission with the minimum forces 
our plans contemplate. 

AIR FIELDS 


I know the committee has seen this chart. I show it again for two 
reasons. I want to point it out as one indication of the progress that 
has been made and that continues to be made in NATO; I also want 
to suggest that the number and dispersion of these fields adds much 
to the security of our organization, 

The airfields from which modern allied aircraft could operate in 
1951 were limited to something on the order of 15. It was woefully 
ae At the present time, as a result of Allied action, we now 
have about 160 fields, jointly planned financed and built in the last 5 
years. These are first class fields usable by the Alliance at the present 
time. 

In addition, there are approximately 60 more in the process of 
construction. Add to these the modern airfields, built for national 
parmaaes, or developed by bilateral arrangements, and we have a 

gure that is substantially twice the number of Allied fields. This I 
think is indicative of the progress that has been made in the alliance 
which has been made possible very largely by the military assistance 
programs of the United States. These programs have been and con- 
tinue to be an extremely important factor in this development. 

The second reason for showing you this chart is to point out that 
the very number, and dispersal of these fields adds an element of-se- 
curity to our defense, for no simultaneous attack could knock them 
out—that would be a practical impossibility and when rocket and 
missiles, some of which we already have, are increased, this safety 
factor will become even greater. 

Senator Smiru. General, does that 160 include all classifications 
there ? 

General Norstap. The 160 are only the fields that have been built 
by the alliance for the alliance. In addition, there are approximately 
60 more that the alliance is building. Some of them are in the process 
of being built now, but all 60 are programed, and financed, for a total 
of about 220. Tothis we add the national fields. 

Senator SmirH. What does SACLANT mean? 
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General Norstrap. Those are Allied bases, but used primarily by 
Admiral Wright’s command, Allied Command Atlantic. 


NATO PETROLEUM FACILITIES 


To support the aircraft on these fields, we must have petroleum 
products, and for that reason the alliance is developing a pipeline and 
storage system represented on this chart. 

This chart is schematic, but it does illustrate how the system is 
built of interconnected circles so that if one section is destroyed the 
fuel can be rerouted to insure we have fuel when we need it. This is 
a very extensive project which is absolutely essential and although 
developed by the action of the Allied authorities, it is supported by 
the programs which you gentlemen have been considering. 
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NATO’S SHIELD FORCES 


These points I have discussed have related to the striking element 
of the shield forces. I would like to speak now in very broad terms 
about the contribution of the shield to the deterrent. 


CHART 8 


THE SHIELD. 
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The shield consists of those army, naval, and air forces which are 
actually deployed on the forward ie of the NATO territories, and 
have for their mission the actual defense of this advanced line. These 
forces are not conventional forces, since we are striving—the alliance 
and the United States in its assistance programs—to put in the hands 
of these forces the best, most modern weapons so that they can effec- 
tively carry out their purpose of defending the people and territories 
of the alliance. Also because the shield forces depend for their 
greatest effectiveness upon the atomic delivery forces I described, and 
would work very closely with them, they cannot be considered as con- 
ventional forces. They do have a residual conventional capability, 
but they also have and must have—in their hands the most effective 
available weapons. To do this, of course, the Mutual Security Act, 
and programs under that act make a very important and very essential 
contribution. 

I would like to give you in general the 3 purposes, the 3 functions 
of the shield because it is a matter of considerable discussion and 
thought at the present time. 


FUNCTIONS OF SHIELD FORCES 


The functions of the shield are three: 

The first is the traditional ones of actually defending in the event 
of war. They are very small forces for this purpose, but we have 
assigned them the responsibility for holding that forward line only 
for a limited period of time. The length of this period would be de- 
termined by the time it took for all of the other forces and factors 
operating on our side to become effective. Therefore, because they 
would simply hold, and would do this for only a limited period of 
time, we feel we can do this with relatively small forces. 

The second function of the shield is the contribution that these 
forces make to the deterrent. For example, if this line were not held, 
or if it were held only by token forces, it would be relatively eas 
for forces from the east to cross and actually occupy a part of NAT 
territory. 

We would then be faced with the immediate problem of deciding 
what we would do. If we should fail to act—ahd act promptly and 
effectively—to force withdrawal of these hostile forces, we would have 
failed to carry out the commitments under our treaty, the implica- 
tions of which would be disastrous to the alliance. 

If, on the other hand, we made the decision to eject the invader 
promptly and effectively, involved in that decision under these as- 
sumptions, we would bear the responsibility of being the first to use 
substantial force. I would like to suggest that while I believe that, 
under the circumstances I have outlined, the countries would do this 
without any question, still it would not be an easy decision. 

On the other hand, if this line is held—and held with reasonable 
force—we pass that decision to the would-be aggressor. Then a mere 
border incident could not create the situation I have just mentioned. 
A probing operation would not be successful because of the defending 
forces. In order to penetrate our defense, force would have to be 
used, which we feel would bring a pause long enough for consideration 
not only of the opposition of the shield forces, the forces actually 
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on the spot, but also of the retaliatory forces behind them. In this 
important function, the shield forces bring together, and integrate, 
all of the forces and factors that make up the deterrent, and con- 
tribute to the prevention of war. 

The third function of the shield forces is closely related to the 
second. If this forward line was not held or was held very lightly, 
then we would have no choice of action between nothing and the 
ultimate. We would then have to place complete dependence upon 
our retaliatory forces. Now I have stated that the retaliatory forees— 
their presence and their effectiveness—is absolutely essential, but in 
our judgment we must have some choice of action which would permit 
us to deal with a situation which is less than the ultimate with a 
means that is less than the ultimate. 

We believe further that failure to have this choice available would 
invite incidents which in themselves minor, could in the aggregate 
be disastrous, or even bring on world war III. 

We believe that we discourage such incidents from occurring if we 
have the means of dealing with them decisively. Thus, they should 
not occur unless there is a deliberate intention to start a world war 
III, which would be most unlikely as long as the retaliatory forces 
are available. 

The presence of the shield forces then in addition to defending 
and integrating the forces and factors of the deterrent also serves to 

ive us some political as well as military maneuverability and flexi- 
ility. This is an essential function of these forces which the pro- 
grams you are considering are designed to develop and support. 


CONTRIBUTION OF NATO MEMBERS 


In conclusion, [ would like to point out a chart that may be familiar 
to some of you, but which I feel shows clearly the results American 
programs have helped to create in terms of allied forces. 

The dark color represents national defense expenditures on the part 
of the NATO countries which receive military assistance and the 
diagonally lined section represents American assistance program deliv- 
eries as a percentage of the total. I point out that it started in 1950 at 
4.6 percent, went up to 25.1 percent in 1953, and in 1957, was 6.1 per- 
cent for equipment and supplies. I think that is an indication of the 
trend of these two factors; national expenditures remaining up; and 
aid down. 

While 4.6 or 6.1 may not appear to be a tremendous part of the 
whole, I would like to emphasize to this committee that this contribu- 
tion by the United States has actually made possible these national 
efforts. In the case of almost every allied country, the dollar in 
assistance that we have made available has generated many dollars in 
terms of effective military forces throughout the alliance. It is my 
conclusion, Mr. Chairman, as a result of 7 years of working with 
these forces, that there is no dollar the American taxpayer spends for 
defense that brings him and his friends and Allies more security than 
these mutual assistance dollars that you are considering. 








eee === 


202 MUTUAL SECURITY ACT OF 1958 



















1956 FS See 
” yA ae ce . er a 
+ Pa MEN 2 Pps 







WE: 


See 







Z| UM UML. 


Pee ee 
a 





CHART 9 
LL. 
LL UL ULL 
+I AL VL/AW//: 


i9$2 . 







sseeeesescos= 
HLL pa : 






95h 4 


nae 





1950 ; 7 
GRE “(NATIONAL DEFENSE EXPENDITURES 


UMM hy MATAR 10 


eee 





MUTUAL SECURITY ACT OF 1958 203 


COMMITTEE PROCEDURE 


The CuHairMaNn. General, you have given a very clear exposition of 

the situation, clearer than 1 aoe ever heard before. I think you end 

up with a climax which is comprehensible for all the citizens, whether 
they know anytiing about military matters or not, and I am very glad 

we have done so. I think we will ask a few questions now and then 
ater perhaps others in executive session. 

In order to have the principal part of your replies made in execu- 
tive session, as I think they must “ I will ask my colleagues to limit 
their questioning now to not more than 5 minutes. Would you want 
to stay near the charts, or do you want to take your seat? 

General Norstap. I might take my seat. I will come back if there is 
a question which relates to a chart. 


NATO FORCE LEVELS 


The Cuairman. General, at the present rate of improvement, how 
long will it take to bring the NATO forces up to the level recom- 
mended by the NATO powers? 

General Norsrap. I think that the present program can be achieved— 
as far as the organizational structure, the number of divisions, and 
squadrons and naval units are concerned—in the next 2 to 3 years. 
There is however, the question. of equipment, modernization, and 
new weapons. I cannot give you a precise figure on it, but if we can 
proceed according to our plans I think we can accomplish it in a period 
of about 2 years or so. 


INTERNATIONAL CHARACTER OF NATO FORCES 


The CHairman. Last fall, I visited all of the NATO countries. 
During the time of my tour, I heard it suggested that at least some 
of the NATO military forces should be financed on an international 
basis and operate as true international units under an international 
command. What is your reaction to that suggestion ? 

General Norstap. We are coming more and more to international 
financing of major facilities. As the alliance draws closer together— 
and it does with each year that passes—there is an increasing degree 
of integration. Air defense is one example. I can foresee where 
this integration—NATO-ization we call it—will increase. 

What this will develop into ultimately, Mr. Chairman, I cannot 
accurately forecast. There must be greater integration, and there 
will be greater integration. 

The CHarrman. I won’t ask any more questions now. I will defer 
other questions until executive session. 

Senator Smith, have you any questions ? 


EQUIPMENT SUPPLIED NATO FORCES 


Senator Smirn. I have a few I think could be asked in this open 
session. General Norstad, a recent report by the House Government 
Operations Committee said that “The fact must be faced that the 
NATO forces are World War II armies, equipped largely with World 
War II weapons.” 
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That implies that the equipment of the NATO armies is not up to 
date today. Will you comment on that? 

General Norsrap. I propose to present to the committee in the later 
session some facts and some figures which, for reasons of military 
security, I cannot give at the present time. However, I can state 
that the forces weediaide to the alliance at the present time are quite 
substantial forces, and that the bulk of these forces have as modern 
equipment in general as is available. 

For instance, I would like to take the question of the air forces. 
The air forces at the end of World War II were surely not jet air 
forces. Asa matter of fact, even in 1951 the air forces of the alliance 
were not jet air forces. At the present time these forces are jet air 
forces, so there has been considerable progress in that field in all 
of the countries since 1951, let alone since World War II. 

It is well known to this committee that certain modern equipment 
and facilities have been made available to our allies by the United | 
States. Also, some of those countries have purchased, and other coun- | 
tries have developed, weapons which are now in NATO assigned units. | 

Gentlemen, our modernization is not complete. I do not know that | 
modernization is ever a and some of our units do not have 
the equipment that they s ould have. That is why we are asking | 
for the continuation of these programs. But with a general statement, | 
such as you read, I cannot agree. The NATO forces in Europe at the 
present time are effective forces. They can be made more effective, and 
that is what we are striving to do. 

Senator Smrru. I am very glad to hear you say that, General. It 
will be reassuring to the American public, I am sure. 

| 


FRENCH USE OF NATO-SUPPLIED RADAR EQUIPMENT 


There is another question I wish to ask you. The New York Times 
reported on March 8 that the French have used NATO-supplied radar 
equipment in trying to cut off arms from Tunisia. Is this correct? 
And if so, did you or the North Atlantic Council agree to such use? 

General Norsrap. I am not familiar with that report, Senator. I 
can only say this. That a great deal of equipment has been made 
available under these programs to the French orces, to permit these 
forces to take and play an effective part in the defense of NATO coun- 
tries. Some of these units have at the discretion of France been moved 
tothenorth African area. It is difficult—it is impossible as a matter of 
fact—to pull equipment out of a unit. I can try to find the specific 
answer, but I frankly cannot give you anything more than a general 
comment on that at this time. 


Senator Smirn. A minute ago in answer to a question from Senator 
Green you spoke about integrating forces in a united command and 
soon. What progress has been made in a greater pooling of NATO 
scientific icaovilaiine and talents? 


General Norstap. You know we had a heads-of-government meet- 
ing in December, took certain concrete steps, action to establish, for 
instance, a scientific adviser to the North Atlantic Council, and Dr. 
Ramsey, a very distinguished American scientist, has been appointed 


| 
POOLING OF NATO SCIENTIFIC KNOWLEDGE 
| 
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to this position. He has already started work. In addition, there is 
being held this week a meeting of the Scientific Committee of NATO 
which has been established to make recommendations, to take actions 
toward the end that we should get the most from the resources avail- 
able to the alliance. 

I would like to point out that there is an air advisory group, an air 
research development group called AGARD, under a very distin- 
guished gentleman, Dr. Von Karman, which has been in existence for 
several years. You may know of Dr. Von Karman, who is a very 
fine, a very able man. 

Also, we established in 1954, with the support of the mutual weapons 
development fund which has been made available by the Congress, 
an air defense technical center to assist us in the air defense verhens 
of the alliance. It is based in The Hague in Holland, and brings in 
scientific talent from most of the member countries in this particular 
specialized field of air defense. So some measures have been taken. 

here is a tremendous amount more to be done, Senator, and I for my 
~ am delighted that the Council will now have the services of the 

istinguished American scientist, Dr. Ramsey. We will also have 
the services of a scientific committee of distinguished scientists of all 
of the countries, and I think great progress can be made. 

Senator Smiru. That is very interesting. Thank you very much 
for that information. 

Now what do you feel is the possibility of NATO being pulled into 
a situation in Bast Germany? Is there any danger of that? The 
chairman calls my attention to the fact that my time is up so I will 
withhold further questions for the executive session. I yield, Mr. 
Chairman. 

The Cuarrman. Thank you. I may repeat, as I said at the opening 
of this session, that it is undesirable to have a long series of questions 
at this stage. We are going to adjourn shortly, and then we will meet 
in executive session here in this same room. At that time any num- 
ber of questions can be asked the general. But we decided that the 
time for questions to be asked at this public session would be limited 
to five minutes for each Senator. 

Senator Mansfield, have you any questions ? 

Senator Mansrie.p. No questions, Mr. Chairman. 

The Cuarrman. Senator Aiken? 

Senator ArKEN. I have just 1 or 2 questions. I do not know whether 
the general can answer them in public or not. 


ATTITUDE TOWARD AMERICANS STATIONED IN NATO COUNTRIES 


Has there been any change in the attitude of the people of the 
NATO countries toward the continued presence in those countries of 
American Armed Forces, and if so, has that change been for the 
better or for the worse, or is the situation static ? 

General Norstap. I think all this attitude is built, in the first place, 
on the recognition of all these countries that the presence of these 
forces is essential to their defense as well as that of the United States. 
I think one of the finest examples is in the United Kingdom where we 
have had an unprecedented situation. We have had substantial 
American forces in the United Kingdom since 1948—for 10 years we 
have had American forces in time of peace in another country, and 
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very substantial forces. I am constantly impressed with the reaction 
of the people, of their favorable reaction to the presence of American 
forces there. It isa very heart-warming experience. 

In the other countries in which we have forces, all one would have 
to do is to suggest that those forces should be moved. Some of the 
countries have asked if we cannot send more forces to them. There- 
fore, I would say that the general reaction is extremely good. It is 
all based on the recognition of the fact that this increases the assist- 
ance in our common defense. 

At the same time, I think it is not out of order for me to give a 
little credit to our own people, because it is our soldiers, sailors, and 
airmen in the first instance who filter through in all of these towns 
and villages and cities, and I think that in general they have done a 
first-class job. 

Senator Arxen. I am very glad to get that reply for the record, 
General. 


NATO COUNTRIES ATTITUDE TOWARD NUCLEAR WEAPONS DEVELOPMENT 


The only other question I have, and possibly you may not want to 
answer that for the record is this: Has the continuing development 
of nuclear weapons created any change in the attitude of the people 
of the NATO countries, any apprehension on their part which would 
not otherwise exist ? 
General Norsrap. Senator, as you know there is much discussion on 
the question of nuclear weapons going on at the present time. 
Senator Arken. It has created apprehension on the part of people 
of every country of the world, proba e. 
General Norsrap. It is a topic of major interest, as it should be in 
all of the countries of the world at the present time. I would think 
that it is also a topic of major interest in this country. | 
Senator ArkEN. Inthe United States, that is right. | 
General Norstap. From my contact with these countries over a 
long period of time, and with the governments and the people of these | 
countries, I am confident that they recognize the need for these weap- 
ons. I am confident further that these governments will take the 
action, create the forces, and equip them with the weapons which are 
necessary to provide for their own defense and for their contribution 
to the common defense of the NATO alliance. 
I think that the people of all of the countries feel that they are not 
only entitled, but are obligated, to equip themselves with whatever is 
necessary to maintain the peace—if this can maintain the peace— 
and second, to preserve their freedom, which most men in most coun- 
tries have gained as a result of a willingness to fight for that free- 
dom, and to take action as it is necessary to preserve it. I do not 
think these people have changed. 
Senator Arken. Thank you, General. That is all, Mr. Chairman. 
The Cuarrman. Mr. Hickenlooper, have you any questions ? 
Senator HickeNnLoorer. No questions. 
The Cuarrman. Then the public session is closed now, and I will 
ask the members of the committee to remain for the executive session. 
(Whereupon, at 11:05 a. m., the committee proceeded in executive 
session. The remainder of the proceedings at the request of General 
Norstad were classified and have been deleted. The following mate- 
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rial was supplied for the record in response to a question in the 
deleted testimony and a letter from Senator Humphrey appearing on 
p. 214:) 


ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS, 
Washington, D. C., April 2, 1958. 
Hon. THEODORE F.. GREEN, 
Chairman, Committee on Foreign Relations, 
United States Senate, Washington, D.C. 

DeaR Mr. CHAIRMAN: During General Norstad’s testimony before your com- 
mittee on March 26, Senator Humphrey asked about the reimportation to the 
United States of small arms supplied under the military assistance program. 
He indicated that this was an issue which would become important in the 
floor debate, and that the committee should have a definitive statement. 

The attached copy of my letter to Senator Humphrey is, I hope, responsive. 
If so, it occurs to me that it would serve a useful purpose to have it inserted 
in the transcript of the hearings and thereby made a matter of record. 

Sincerely, 
MANSFIELD D. SPRAGUF 


ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS, 
Washington, D. C., April 2, 1958 
Hon. Huperr H. HUMPHREY, 
United States Senate, Washington, D. C. 


DEAR SENATOR HUMPHREY: During the recent hearings before the Foreign 
Relations Committee on March 26, and in your letter to me of the same date, 
you made the helpful suggestion that the Department of Defense make abundantly 
clear the situation with respect to the reimport of small arms into the United 
States. There seems to be a rising feeling that there is a great traffic in the 
transshipment of United States manufactured small arms. It has been alleged 
that the source of many of these weapons is the military assistance program, 
and you pointed out that this erroneous information might be used against 
the mutual security bill in congressional debate unless corrected. 

I stated at the hearing, and I now repeat, that none of the rifles in question 
were provided under the military assistance program. This statement is sup- 
ported by reports furnished by the military assistance advisory groups in each 
country where we have a military assistance program. Specific procedures and 
agreements have been established to assure that military assistance equipment 
is used only for the purpose for which provided. 

There are bilateral agreements with each country providing that equipment 
furnished under the military assistance agreement will not be disposed of 
without the consent of the United States. The procedures require that equip- 
ment becoming excess to the needs of the country will be reported to the mili- 
tary assistance advisory group. A determination is then made by United States 
authorities if there is a need for the equipment by any other military assistance 
program country, or by any United States agency. Only after it has been 
determined that there are no such requirements is consent given for disposal 
as scrap or salvage. In other words, it cannot be sold for the purpose for which 
it was originally intended. A copy of the Department of Defense directive on 
this matter is enclosed. Our agreements provide that the proceeds of any 
disposal will be applied to the defense effort of the particular country con- 
cerned. In no case have any rifles provided as grant aid been declared excess 
by any recipient country. 

As a further check on the proper use of military assistance program equip- 
ment, countries receiving grant aid report every year the number of items on 
hand of the type provided as aid. The latest reports indicate that in every case 
the number of rifles and carbines on hand at least equals the quantity heretofore 
supplied under the military assistance program. The operation of the military 
assistance program is such that rifles would not have been provided under the 
program to any country unless there were a net deficiency. In computing this 
deficiency usable assets available from any source, including items acquired 
under lend-lease or from surplus Sales, are taken into account. 

The licensing of imports of small arms is, as you know, under the control of 
the Department of State. Using the year 1957 as an example, we have been 
advised by the Department of State that 70,000 American-made rifles were 
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licensed for import in that year. Of these, 40,000 were pre-World War I rifles 
imported from Latin America, and 18,000 were Springfields known to have been 
recovered on the battlefield by the Italians during World War II. An addi- 
tional 10,000 were Garands, imported into the foreign trade zone, and not licensed 
for sale in the United States. The remaining 2,000 are a miscellaneous assort- 
ment not identifiable with the military assistance program. 

The munitions control system, prescribed by section 414 of the Mutual Security 
Act, is the responsibility of the Department of State, and details concerning its 
operation should be obtained from that source. From the information provided 
above, it is clear that mutual assistance small arms have not entered commercial 
channels and therefore have not been licensed under the munitions import 
control. 

In order that these facts may be generally available to Members of Congress 
and to the public, I am sending a copy of this letter to Senator Green, chairman 
of the Foreign Relations Committee, with the request that it be included in the 
record of the hearings on the mutual security bill. 

Sincerely, 
MANSFIELD D. SPRAGUE. 
| 


December 7, 1956 
Number 2110.4 


DEPARTMENT OF DEFENSE DIRECTIVE 


Subject : Redistributable and Excess MAP Property (DD-—-ISA(Q)122R1) 
References: Inclosure 2 hereof lists references (a) through (i) relating to the 
subject directive 
I. AUTHORITY 


The Mutual Security Act of 1954, as amended, provides: 

“Sec. 511. (c) The President shall make appropriate arrangements with each 
nation receiving equipment or materials under Chapter 1 of Title 1 (other than 
equipment or materials sold under the provisions of Section 106) for the return 
to the United States (1) for salvage or scrap, or (2) for such other disposition 
as the President shall deem to be in the interest of mutual security, of any such 
equipment or materials which are no longer required for the purposes for which 
originally made available.” 

II. PURPOSE 


The purpose of this Directive is to prescribe the conditions under which, and 
establish procedures through which, materiel charged to MAP appropriations or 
furnished to nations under the Mutual Security Act of 1954, as amended, and 
no longer required for MAP purposes for which originally procured or made 
available, may be redistributed or disposed of in accordance with existing law. 


III, CANCELLATION 


Reference (a) is Superseded and cancelled on the effective date of this directive. 


IV. DEFINITIONS 


A. The following definitions are applicable to this Directive : 

1. “Military Assistance Program Property” hereinafter referred to as “MAP 
Property” means and includes any equipment, supplies, and materiel, (other 
than equipment, supplies and materiel sold under the provisions of Section 106), 
charged to MAP appropriations and furnished to eligible countries or transferred 
to authorized stockpiles under the provisions of the Mutual Security Act of 1954, 
as amended. 

2. The term “Redistributable MAP Property” means MAP property no longer 
required by the supplying military department in the furtherance of the Mili- 
tary Assistance Program of a recipient country. It includes: 

a. Property which has been charged to MAP but will not be delivered to the 
intended recipient country for the reason that the requirement no longer 
exists. 

b. Property which has been reported by the Military Assistance Advisory 
Group, with the concurrence of the respective recipient country, as no longer 
required. 


a a 
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ec. Any other property which may be recovered after delivery to the re- 
cipient country. 
. “Excess MAP Property”: That part of redistributable MAP property 
which: 
a. Is not required to meet any military deficiency in MAP supported forces. 
b. Is not required by any of the military departments for: 
(1) Service program requirements, including the Reserve Components 
of the Armed Forces. 
(2) Meeting requests from a foreign country for sale under the pro- 
visions of the Mutual Security Act of 1954, as amended. 
Nore: “Excess MAP Property” is not to be confused with the term “Ex- 
cess” as defined in Section 545 (e) of the Mutual Security Act of 1954, as 
amended. 


V. DISPOSITION OF “REDISTRIBUTABLE MAP PROPERTY” 


A. When MAP property becomes redistributable, it will be processed in accord- 
ance with the procedures set forth below : 

1. MAP property which is in useable or repairable condition will be screened 
and redistributed where economically feasible in the following order of priority: 

a. Approved and funded MA programs of the other military departments 
in the original recipient country for items which have been delivered. 

b. Approved and funded MA programs of the supplying military depart- 
ments in other MA countries. 

ce. Approved and funded MA programs of other military departments in 
other MA countries. 

d. Unprogrammed military deficiencies in MA supported country forces 
of the supplying military department. 

e. Unprogrammed military deficiencies in MA supported country forces 
of other military departments. 

Exceptions to the above order of priority should be considered to meet requests 
of eligible foreign countries to purchase such military equipment. Such sales 
may be made under the provisions of the Mutual Security Act of 1954, as 
amended, or,other applicable laws, and the proceeds shall be deposited into the 
miscellaneous receipts of the Treasury except for accessorial charges and 
rehabilitation costs which will be handled as indicated in section VII below. 

2. Redistribution of MAP property to meet military deficiencies in any country 
will be accomplished as follows: 

a. Transfers of materiel, which has been delivered to a recipient country, 
to other military departments or to other country programs of the same 
military department, will be reflected by the releasing military department 
in a “Quarterly Summary Report, Department of Defense Redistributable 
and Excess MAP Property.” This report will be submitted in accordance 
with the provisions of Section VIII, and will be related by line item to the 
“Report of Assistance Programed, Furnished and Forecast to be Furnished 
under Military Assistance Programs (Grant Aid Only),” reference (i). In 
addition, the MA programs of the countries concerned will be adjusted in 
accordance with established procedures. 

b. Materiel ordered by MAP (including common item orders as well as 
procurement by direct obligation of MSA funds) but which has not been 
delivered to a recipient country and is no longer required for the original 
intended recipient country may, after screening in accordance with the 
provisions of paragraph V. A. 1, be delivered to a stockpile when specifically 
authorized by the Assistant Secretary of Defense for International Security 
Affairs. When deliveries to an authorized stockpile have been accomplished, 
country programs will be adjusted accordingly. For the purpose of this 
directive the value of items delivered to an authorized stockpile will be 
reported by area in the MA report “Report of Assistance Programed, 
Furnished and Forecast to be Furnished under Military Assistance Programs 
(Grant Aid Only),” reference (i). When materiel is transferred from 
an authorized stockpile to meet other country or MAP service needs the 
new recipient country program and the records of the authorized stockpile 
will be adjusted accordingly. (This directive does not authorize the 
establishment of any stockpile.) 

3. Redistributable MAP property for which no requirement exists in any MA 
program will be reported and screened against the service requirements of the 
military departments in accordance with the provisions of reference (d), 
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including the Reserve Components of the Armed Forces. Reimbursement, if 

any, will be in accordance with the detailed fair value formula set forth in ‘ 
reference (c). Such proceeds will be deposited into miscellaneous receipts of ‘ 
the Treasury. These transactions will be reported as prescribed in Section VIII ‘ 


of this directive. 

4. Savings in approved programs resulting from the redistribution of MA 
materiel will be reported to the Office of the Assistant Secretary of Defense, 
International Security Affairs. These savings will be utilized to finance un- 


funded worldwide MA requirements. : 
5. That portion of redistributable MAP property which is “Excess MAI 
Property” will be disposed of in accordance with the provisions of VI below. t 


VI. DISPOSITION OF “EXCESS MAP PROPERTY” 


A. MAP redistributable property for which no requirement exists in MA 
programs or the military departments will be declared “EXCESS MAP 
PROPERTY.” 

B. Critical and strategic materiel, including those obtained from scrap and | 
salvage, which meets the specifications and requirements of the U. 8. Stockpiling | 
Program will be reported in accordance with the provisions of reference (e) 
and held for further disposition instructions. 

C. The military departments are authorized to approve the retention and 
disposal of excess MAP property by recipient countries, physical delivery having | 
been made, provided that: 

1. On a case-by-case evaluation, it is determined by the military department 
that it is uneconomical for the U. S. Government to take possession of such | 
excess MAP property and dispose of it through established disposal activities 
of the military departments, or 

2. Regardless of economic consideration, it is determined that there are no 
circumstances such as special characteristics of the materiel involved, which 
would necessitate the retention and appropriate disposal action by the U. 8. 

Government. In either of the above instances it will not be necessary to change 
the country program involved. 

Any proposed retention by the recipient country or transfer to another recipient 
country for utilization by National forces which are not supported by MAP must 
be approved by the Assistant Secretary of Defense, International Security Affairs, 
on a case-by-case basis. 

D. The materiel which is retained for disposal by the recipient country, in 
accordance with the provisions of the preceding paragraph C, must be covered { 
by adequate safeguards to insure disposal in such a manner that it will be used 
to support the defense efforts of that country or other countries friendly to the 
United States. Such materiel shall be approved for disposal by the recipient 
country only when that country will give a written guarantee to the Chief of 
the U. S. Military Mission in the recipient country that none of the excess MAP 
property will be exported to any other country without the prior approval of 
the Chief of the U. S. Military Mission accredited to the original recipient coun- 
try. In the event that a recipient country refuses to give such a guarantee for 
any or all such materiel, it shall be sold by the declaring or holding country only 
under one of the following limitations: 

1. Directly to a government friendly to the U. S., provided that government 
will give the required guarantee as mentioned above. 

2. To a non-government purchaser for import into a friendly country which 
will give the required guarantee or for re-import into the U. S., its territories 
or possessions. 

8. To a non-government purchaser for use as scrap only with the Chief of 
the U. S. Military Mission taking all necessary precautions to prevent materiel 
sold for scrap only, being used, subsequent to sale, for a purpose for which it was 
designed. 
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E. Excess MAP property located overseas that has been determined ‘to be 
excess to Department of Defense requirements in acordance with reference (d), 
and is to be disposed of by Department of Defense disposal activities as ‘‘For- 
eign Excess,” will be sold in accordance with reference (f). 

F. Excess MAP property which is located in the U. S. and has been screened 
in accordance with reference (d), and determined to be excess to all Federal 
requirements, will be sold as surplus in accordance with reference (f). 

G. The transactions outlined in paragraphs E and F above will be reported 
as prescribed in Section VIII of this directive. 

‘HH. Any costs arising from the disposal of excess MAP property, except 
where the recipient government has been granted disposal authorization, will 
be charged to the MAP appropriation. 


VII. ACCESSORIAL CHARGES AND REHABILITATION COSTS FOR “REDISTRIBUTABLE MAP 
PROPERTY” 


A. Redistributable MAP property transferred to the U. 8S. Government for 
redistribution or other disposition will be delivered by the releasing country to 
the U. S. Military Mission free alongside if ocean shipment is required or 
delivered free on board inland carrier at a shipping point designated by the 
U.S. Military mission for other than ocean shipment. 

B. Transportation costs incurred from the point accepted by the U. S. Mili- 
tary Mission will be borne by: 

1. The new recipient country if shipment is direct to another MA country. 

2. The MA appropriation if the materiel is returned to the United States for 
further MAP disposition. 

3. The service appropriation, if the materiel is redistributed to meet service 
needs. 

C. Rebabilitation costs applicable to items released by one country and used 
to meet deficiencies in other MA country programs will be borne by, first, the 
releasing country, or, second, the new recipient country. 

ID. If neither the releasing nor recipient country can absorb the accessorial 
charges and/or the costs of rehabilitation, the Country Team concerned will 
certify to this fact. When MAP funds are required for such purposes and are 
not available to the recipient military department they will be requested from 
the Department of Defense on a.case-by-case basis. 

E. Shipment will be in accordance with reference (g). 


VIII, REPORT ON REDISTRIBUTABLE AND EXCESS MAP PROPERTY 


A. General reporting instructions 

1. Each military department will consolidate from the effective date of this 
directive all completed redistribution and disposition actions and will submit to 
the Oftice of Programming and Control, Office of the Assistant Secretary of 
Defense, International Security Affairs, not later than forty-five days following 
the end of the report period a “Quarterly Summary Report, Department of 
Defense Redistributable and Excess MAP Property” in accordance with the 
attached format. The initial report will be submitted covering the quarter 
beginning 1 October 1956. 

2. Report Control Symbol DD-ISA (Q) 122R1 has been assigned to this 
reporting requirement. 

B. Specific reporting instructions 
Part I—Disposition of Materiel from other than an Authorized Stockpile 

Cumulative through.—Enter the reporting quarter. 

Column (a)—Country.—Enter the country from which the redistributions are 
made. 

Column (b)—MA Categories and/or Major Items of Equipment and Sup- 
plies—Enter the budget categories and selected major items as set forth in 
Attachment A to Enclosure 1 of Department of Defense Instruction No. 2110.17 
of 14 February 1955. 
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Column (c)—Disposition Recipient.—Enter the country, other recipient, or 
an authorized stockpile as appropriate. 

Column (d)—Quantity.—Enter the total quantity of major items involved. 

Column (e€)—MA Programmed Price.—Enter the total MA programmed price. 


Part II—Disposition of Materiel from an Authorized Stockpile 


Column (f)—Disposition Recipient.—Enter the name of the country or other 
recipient as appropriate. 

Column (g)—Quantity.—Enter the total quantity of major items involved. 

Column (h)—\A Programmed Price.—Enter the total MA programmed price. 

Column (i)—lecovery Values.—Value reverting to the U.S. Treasury through 
sales to the military services or disposition through surplus sale. 


IX. EFFECTIVE DATE 


The provisions of this Directive are effective immediately. 
C..E. WILSON, 
Secretary of Defense. 
Inclosures (2) : 
1. Quarterly Summary Report, DoD-Redistributable & Excess MAP 
Property. 
2. List of References Relating to Redistributable and Excess MAP 
Property. 


(Whereupon, at 12:50 p. m., the committee adjourned.) 
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Last oF REFERENCES RELATING TO REDISTRIBUTABLE AND Excess Map PROPERTY 


Refs.: (a) DoD Directive 2110.4, “Disposal of Redistributable and Excess 

MDAP Property”, December 11, 1953 (cancelled herein) 

(b) Federal Property and Administrative Services Act of 1949, Public 
Law 152, Sist Congress, as amended 

(c) DoD Directive 4160.8, “Fair Value Formula and Condition Codes 
Applicable to Excess and Exchange-Sale Type Personal Property | 
within the DoD”, March 16, 1953 

(d) DoD Instruction 4160.9, “Policy and Procedures Governing the Re- 
porting and Screening of Excess Personal Property under the 
Control of the DoD”, June 24, 1955 

(e) General Services Administration Emergency Procurement Regula- 
tion No. 1, August 14, 1951, as amended 

(f) DoD Instruction 4160.4, “Preparations for Sale and Sales of Surplus 
Personal Property, IncludingForeign Excess”, July 13, 1954 

(g) DoD Directive 2110.12, “Shipment of Mutual Defense Assistance 
Program Materiel”, November 14, 1951 

(h) DoD Directive 2110.16, “Method of Financing, Funding, Accounting 
and Fiscal Reporting for the Mutual Defense Assistance Program”, 
May 17, 1955 

(i) DoD Directive 2110.17, “Report of Assistance Programmed, Fur- 
nished and Forecast to be Furnished under Mutual Defense As- 
sistance Programs (Grant Aid Only)”, February 14, 1955 


MARCH 26, 1958. 
Hon. MANSFIELD D. SPRAGUE, 
Assistant Secretary of Defense for International Security Affairs, 
Washington, D. C. 


Dear Mr. SpraGUE: My attention has been called to alleged imports of Am- 
-erican-made arms, ammunition, or implements of war which once were ex- 
ported under the military assistance program. It is rumored that the United 
States importers of these military supplies are enabled to sell them here at 
low prices. It is further alleged that this tends to make it very difficult for 
the American small-arms manufacturers to compete with the importers doing 
business in this field. 

I wonder if you could furnish me information on the allegations in the fore- 
going paragraph. It would be helpful if your reply would include answers to 
the following questions: 

1. What is the extent of sales to persons in the United States of arms once 
furnished to foreign governments under the military assistance program, either 
on a grant basis or on a sale basis? 

2. What is the relationship between the arrangements for the control over 
surplus arms prescribed by section 511(c) of Mutual Security Act of 1954, as 
amended (22 U. 8S. C. 1763), and the munitions control system prescribed by 
section 414 of that act (22 U.S. C. 1934)? 

Sincerely yours, 


Husert H. HuMpHREY. 
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THURSDAY, MARCH 27, 1958 


Untrep Srates SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:05 a. m., in room F-53, 
United States Capitol Building, Senator Theodore Francis Green 
(chairman) presiding. 

Present: Senators Green (chairman), Fulbright, Sparkman, Mans- 
field, Wiley, Smith, Aiken, and Knowland. 

The Cuamman. The meeting will please come to order. This 
morning, in continuing the committee’s hearings on the Mutual Se- 
curity Act of 1958, we have as our witnesses Mr. C. Douglas Dillon, 
Deputy Under Secretary of State for Economic Affairs, and Mr. 
James H. Smith, Director of the International Cooperation Adminis- 
tration. It is my understanding that the witnesses this morning will 
dwell on the economic aspects of the proposed legislation. I hope that 
it will be possible for us to hold all of this hearing i in public session. 
In the event, however, that the witnesses feel at any time that there 
are matters which they would prefer to discuss in executive session, I 
will be prepared later this morning to adjourn the public session and 
reconvene the committee in exec utive session. 

I suggest that Mr. Dillon and Mr. Smith be permitted to make their 
statements without interruption and that questions be deferred until 
they have finished. At that time, I would suggest that for the first 
round of questions, at least, committee members limit themselves to 
not more than 10 minutes each in questioning the witnesses. 

Mr. Dillon, will you kindly proceed ? 


STATEMENT OF HON. C. DOUGLAS DILLON, DEPUTY UNDER 
SECRETARY OF STATE FOR ECONOMIC AFFAIRS 


Mr. Ditton. Thank you, Mr. Chairman. 

Mr. Chairman, in view of the testimony you have already heard 
from Secretary Dulles and Secretary McElroy and the testimony of 
witnesses who will follow me and deal with the details of the request 
for the mutual security program for fiscal year 1959, I will confine my 
remarks largely to + matters: (1) The changes in the administra- 
tion of the program which have been made since the hearings of last 
year, (2) the few changes in legislative authority requested, particu- 
arly the incorporation of the Development Loan Fund, (3) a :eport 
on the progress of the Development Loan Fund, and (4) some of the 
major questions related to the proposed program for fiscal year 1959. 
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NEW ARRANGEMENTS FOR COORDINATION OF MUTUAL SECURITY PROGRAM 


New arrangements for coordination.—First, let me report to you 
on the steps which the executive branch has taken to meet the recom- 
mendation of your committee that the Department of State should 
assume more direct coordination of the mutual security program. 

In order to carry out these recommendations, the President on 
November 29 issued Executive Order 10742, which provides for the 
administration of the Mutual Security Act, so as to increase the au- 
thority of the Secretary of State in respect to the execution of this 
act. 

The Secretary of State, in order to provide for the day-to-day imple- 
mentation of his responsibilities, has delegated his coordinating re- 
sponsibilities to the Deputy Under Secretary for Economic A ffairs— 
the position I now occupy. 

Under this delegation, I am now charged with the function of 
coordination of the military and economic assistance programs—while 
the Director of the International Cooperation Administration (TCA) 
is charged with the administration of the economic programs and the 
Secretary of Defense is charged with the administration of military 
programs. 

Under this new delegation I am also charged with the broader 
coordination of mutual security programs with other related policies 
and programs of the Government. 

In addition, the responsibility for the preparation of the program 
and its presentation to the Congress has now been assigned to me. 

In order to help discharge these various duties now vested in the 
Department of State, the former oflice of Special Assistant to the 
Under Secretary of State for Mutual Security Affairs, headed by Mr. 
Robert G. Barnes, has been enlarged and reestablished as the Office of 
the Special Assistant for Mutual Security Coordination. You have 
recently had Mr. Barnes before you for confirmation of his appoint- 
ment by the President to this position. He is immediately in charge 
of the executive branch presentation and will be available to assist 
you constantly during these hearings. 

Weare still in the process of bringing the new arrangements into full 
operating effect. We hope that through them we will be able to assure 
the closest possible coordination of the program with overall United 
States foreign policy. 

In addition to the change in the coordinating responsibility, respon- 
sibility for administration of the Battle Act has been assigned to the 
Deputy Under Secretary for Economic Affairs and the public relations 
staff of ICA has been consolidated under the Assistant Secretary of 
State for Public Affairs. 


EXPANSION OF UNITED NATIONS TECHNICAL ASSISTANCE 


Significant legislative changes.—I should like now to explain the 
intent behind the few more important changes being sought in the 
act. 

Expansion of UNT A.—I am sure you are all aware of the very con- 
siderable sentiment which has been building up at the United Nations 
for the creation of a new international development financing author- 
ity. The United States, after consultation with congressional leaders, 
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took the initiative at the last meeting of the General Assembly in sug- 

esting as a more constructive alternative a substantial increase in the 
oa of the present. U. N. technical assistance program, including the 
establishment of a special projects fund. 

The special projects fund, which is directly related to the U. N. 
technical assistance program, would permit technical assistance in 
depth in a variety of projects basic to sound economic growth such 
as water, minerals and power resources surveys, public administra- 
tion training institutions, and agricultural and industrial research and 
productivity centers. The legislation before you provides the neces- 
sary change in language for this purpose. 


DEFINITION OF DEFENSE SUPPORT 


Defense support.—Although it does not require any change in the 
legislation, I should like at this point to mention a modification applied 
to the definition of defense support in formulating the proposed fiscal 
year 1959 program. You will recall that last year the executive branch 
recommended that defense support would be limited to that aid which 
is specifically designed to sustain or increase the military effort of the 
recipient country—or to assure the availability of bases needed by the 
United States. This definition is being followed for the fiscal year 
1958 program. However, in order to further narrow the definition, in 
the fiscal year 1959 program, defense support will be limited to those 
countries where our military assistance 1s provided to help support 
substantial military forces. On the other hand, economic assistance 
to countries in which we have important base rights but in which we 
do not support substantial military forces will now be funded under 
special assistance. 

Senator Smiru. Might I ask there, Mr. Dillon, whether that is the 
principal difference between the terms “defense support” and “special 
assistance”? This matter came up when the Secretary of State 
appeared before the committee, and I was not quite clear whether or 
not he was trying to make that definition. That is it? 

Mr. Ditton. That is the particular difference; yes. 

The CHairrmMan. Is that the difference you are going to explain 
now! I see that the next point in your statement concerns the sepa- 
ration of special assistance. 

Mr. Dixon. That isa different point, Mr. Chairman. 


DISTINCTION BETWEEN SPECIAL ASSISTANCE AND CONTINGENCY FUND 


Separation of special assistance and contingency funds.—Next year, 
as in the current year, it is intended that special assistance would be 
used for economic assistance where such assistance is deemed essential 
to meet a number of United States political, economic, or military 
objectives but cannot appropriately be provided within the criteria of 
other United States programs. In the proposed legislation, however, 
we are requesting that the contingency fund, which was ineluded in 
special assistance in the current year, be authorized separately. Under 
this arrangement special assistance would be limited to programed 
funds ; $212 million is requested for this purpose. 

We propose that funds for contingent or unforeseen requirements, 
whether in military assistance, defense support, technical cooperation, 
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special assistance, or in some other field, be provided in the future 
through aeontingency fund. This separation of the contingency fund 
from special assistance clarifies their separate purposes; $200 million 
is requested for this contingency fund. 


INCORPORATION OF THE DEVELOPMENT LOAN FUND 


Incorporation of the Development Loan Fund.—As Secretary Dulles 
mentioned Monday, the major change in the proposed legislation is the 
incorporation of the Development Loan Fund. This action was orig- 
inally recommended by the Senate Special Committee on Foreign Aid. 

The CuHarrMan. Yes; last year. 

Mr. Ditton. Your special committee made its report before the pro- 
posed 1958 legislation was submitted last year. 

The recommendation was renewed in the conference report on the 
Mutual Security Act of 1957. The executive branch has reviewed the 
administrative advantages and disadvantages of such a change and 
has concluded that this fund can achieve its objectives most effectively 
if it is incorporated. Such a move would create a clearly defined and 
separate status for this fund. It would help to clarify the separation 
of | Development Loan from grant activities. It would recognize the 
long-term nature of the development process. 

The Cuarrman. How long will it be? 

Mr. Ditton. The incorporation could be indefinite, or if you desired 
to put a limit on it as has been the case sometimes, you could put a 
limit. We are not suggesting any limit in the legislation. 

The Cuarrman. What is the longest limit that you would propose? 

Mr. Ditton. We are proposing the indefinite creation of a corpora- 
tion with no time limit. 

The Cuarrman. For how long a time have funds similar to this one 
been created ? 

Mr. Ditton. There are some other Government corporations which 
similarly have no time limit on them. 

The Cuarrman. Notime limit. 

Mr. Ditton. Yes. 

The proposed corporation has been designed in such a way that it 
will not only avoid duplication of existing institutions but will be 
coordinated with them to provide the most effective use of each. We 
have recommended that the Board of Directors include five members: 
The Deputy Under Secretary of State for Economic Affairs as chair- 
man, the Director of the International Cooperation Administration, 
the Chairman of the Board of Directors of the Export-Import Bank, 
the United States Executive Director of the International Bank, and 
the Managing Director of the Fund. These members, by nature of 
their positions, will be able to assure that the Fund will be adminis- 
tered as an instrument of our foreign policy closely coordinated with 
the rest of our mutual security program and with our other inter- 
national lending programs. 


DISTINCTION BETWEEN PURPOSE OF DEVELOPMENT LOAN FUND AND 
DEFENSE SUPPORT 


Development Loan Fund.—I should like to turn now to the De- 
velopment Loan Fund itself and report to you on the progress which 
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has been made in putting it into operation and on the plans we have 
for its future. 

As you, of course, know, the need for a development loan organiza- 
tion was recognized and proposals made for its establishment almost 
simultaneously by the Special Senate Committee on Foreign Aid, 
several public Sie and the executive branch. 

I shall not repeat now the compelling reasons of national interest 
which make it essential that the people of the newly developing coun- 
tries of the free world should be able to move forward under free 
institutions. ‘These have been fully stated in your own reports and 
recently restated in the strongest terms by the President and Secretary 
Dulles. 

Two related points deserve mention: First, capital for economic 
development—which it is the purpose of the development loan fund 
to provide—needs to be carefully distinguished from assistance in 
the form of defense support. The purpose of defense support 1s to 
enable our allies to maintain defense establishments at an agreed level 
which their economies would not otherwise enable them to maintain. 
It is not the purpose of defense support to contribute to the economic 
growth of the receiving countries except to the extent that such eco- 
nomic growth is necessary to achieve the defense objective. 

The Cuarrman. Give me an illustration of what you mean by that. 

Mr. Ditton. Defense support is designed to carry the burden in 
such countries as Korea or the Republic of China or Vietnam, where 
they have substantial military forces which place a drain on their 
economy that they could not otherwise carry. Defense support is 
designed to meet this drain on the local economy. When these coun- 
tries try to develop their economies—make them move forward—we 
assist them through the Development Loan Fund. 

The Cuarrman. Isn’t it almost always the case that economic 
growth is necessary in order to achieve the defense objective? 

Mr. Ditton. Some very slight economic growth is necessary to 
achieve defense, and that is provided for in defense support. For 
instance, we have to have adequate economic growth to meet in- 
creases in population in these countries, and also a slight growth is 
probably necessary to insure political stability and make the country 
willing to continue these heavy military burdens. 

The Cuarrman. As it is worded, your statement says, “It is not the 
purpose of defense support to contribute to the economic growth of 
the receiving countries except to the extent that such economic growth 
is necessary to achieve the defense objective.” 

Mr. Ditton. That is right, except to the extent that such growth 
is necessary to achieve the defense objective. It would only be the 
minimum amount that is needed to create political stability and make 
the government and the people of the country concerned willing to 
carry the defense burdens. 

The Cuamman. That, I suppose, is put in that way not so as to 
limit our committee action, but to explain it to the foreign country. 

Mr. Ditton. That is a correct statement of what our program is 
designated to accomplish. 

The Cuarrman. Thank you. 
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SOURCES OF DEVELOPMENT CAPITAL 


Mr. Dion. Defense support, in other words, is designed essen- 
tially to prevent a worsening of economic conditions and not to an- 
swer developmental needs. Second, we believe that as far as possible 
funds for development should come from private sources. But for 
large numbers of countries of Asia and Africa the flow of private 
capital has been inadequate and is likely to remain so for some time 
to come. 

For example, United States direct private investment in the less- 
developed countries of Asia, Africa, and the Middle East averaged 
only $119 million a year during the 3 years 1954-56. 

The CHairMan. Was it growing during those years? 

Mr. Ditton. No, sir. 

The Cuarrman. From year to year? 

Mr. Ditton. No, sir. 

The Cuarrman. Did it stay about the same all the time? 

Mr. Ditton. About the same. One year might be higher and an- 
other year lower because of a particular project, but there is no trend. 

Excluding petroleum, the average investment for all other purposes 
was only about $50 million a year. 

These countries can look to the International Bank and to the 
Export-Import Bank for development capital. Substantial sums are 
being made available by these banking institutions. However, the 
needs of these countries for oe imports far exceed their capacity 
to service loans on normal banking terms, and many projects that are 
sound in conception and basis for growth cannot be fagnoed by loans 
which must be repaid in convertible currency. 

A source in addition to the existing lending institutions was needed 
to provide capital on flexible terms for projects and programs that 
cannot otherwise be set in motion. There is the job for which your 
special committee, various public groups and the executive branch all 
designed the Development Loan Fund: To provide the margin of 
capital that will make it possible for the countries of the less-developed 
areas of the world to begin to modernize their economies. 

For some countries the Development Loan Fund is the only sourcee— 
for others, it is a critical additional source—of outside capital for 
growth. Without that extra capital available in adequate amount 
and on a sustained and continuing basis, the prospects for many 
countries are grim. We can expect deterioration, increased insta- 
bility, and ultimate regimentation of the Communist or some other 
totalitarian variety. 

LOAN CRITERIA 


Operation of the Fund.—Now let me tell you from my own experi- 
ence about the operation of the Development Loan Fund thus far. 

First, we have carried out the policies we told the Congress last year 
would be associated with the Fund: There are no advance allocations 
by country of the Fund’s resources. To secure assistance from the 
Fund, countries or prospective private borrowers must present pro- 
posals of merit. 

These projects and programs are evaluated in terms of the criteria 
stated in the act: (a) That financing is not available from other free 
world sources on reasonable terms, (}) that the proposal is economi- 
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cally and technically sound, and (c) that it will help to increase 
productivity or productive capacity. 

We have had only a limited experience with the fund so far but I 
am fully convinced that the shift in approach is sound. 

Senator Smira. And you make every program suggested to you or 
brought to your attention subject to these three criteria / 

Mr. Dirion. That is our operating procedure, yes, sir. 


THE LOAN COMMITTEE 


Second, we have established and are effectively operating the coor- 
dinating device—the loan committee—prescribed by the Congress. It 
has been a most useful instrument for coordination and_ policy 
guidance. 

Mr. Waugh of the Export-Import Bank and Mr. Smith of ICA 
and I meet each week. ‘Together we pass on each loan application 
and review it for soundness and conformity with the basic criteria. 
This arrangement not only provides close coordination with the other 
financing agencies but also has promoted active consideration of joint 
financing of several specific projects and programs. 

The CHairman. Has the growth of your business increased ? 

Mr. Diiton. Very much, yes. We are coming to that. 

The Cuatrman. All right. 








LOAN FUND'S FINANCIAL TERMS AND CONDITIONS 


Mr. Dition. Third, the loan committee has set basic financial terms 
and conditions for the operation of the Fund. 

With the concurrence of the National Advisory Council, we have 
agreed that for the present on loans for such basic facilities as roads, 
harbors, railroads, and multipurpose dams, the interest rate will be 
314 percent and the maximum maturity will be 40 years, depending 
in part on the useful life of the project. 

On loans for profit-earning projects, such as manufacturing or at- 
tractive enterprises, interest rates and maturity will generally follow 
Export-Import Bank terms on similar projects. Current interest 
rates for these range from 514 to 6 percent; amortization periods vary 
depending on the nature of the project. 

Repayment will generally be in the local currency with a main- 
tenance of value provision. Local currencies thus received will pro- 
vide funds for elending to cover the domestic costs of new dunien- 
ment projects. In time, as the economies of the borrowing countries 
mature, we would expect that local currencies would acquire increasing 
value outside their borders and would be of increasing direct use to the 
United States. 

PRIVATE ENTERPRISE AND LOAN FUND 


Fourth, as the act requires, we are using the Fund to encourage the 
development of the economies of less developed countries through a 
competitive free enterprise system, to minimize or eliminate barriers 
to the flow of private investment capital and to facilitate the creation 
of a climate favorable to the investment of private capital. 

To this end we are considering applications from private investors, 
both United States and foreign. Approximately one-third in value 
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of the applications now under consideration by the Fund represent 
proposals for private enterprises. 

The Cuarman. And how are the applications divided as between 
private investors in the United States and in foreign countries? 

Mr. Ditton. We will have to give you that. 

(The following information was subsequently provided :) 

Of $600 million in applications from private investors, $13.1 million are from 
United States nationals. 

Senator Sairn. Mr. Dillon, when you speak of maintenance of 
value you mean that the country that owes the money will take care 
of the maintenance of the value. Is that right? 

Mr. Ditton. That is right. That is to protect this against possible 
devaluation of exchange during the course of the loan. 


APPROPRIATION REQUEST FOR LOAN FUND 


Appropriation request.—Last year we asked the Congress to author- 
i $2 billion for the initial 3-year period of the Development Loan 

und. 

Your committee and the Senate authorized the full amount re- 
quested. However, the final action of the Congress authorized $500 
million for the first year and $625 million to become available for 
appropriation in the second year. 

Of the $500 million, only $300 million was actually appropriated. 
This year we are asking for the appropriation of the full amount 
authorized for fiscal year 1959. 

Senator Futsriegnt. Do you mean you are asking for the balance 
of the $500 million and the $625 million or just the $625 million ? 

Mr. Ditio0n. Just the $625 million, which is the amount authorized 
specifically for fiscal year 1959. 

The Cuarman. You have wiped out the other figure ? 

Mr. Ditton. We have not requested appropriation for this year of 
the other $200 million. 


PROPOSALS BEFORE LOAN FUND 


Proposals before the Fund at this time total about $1.8 billion. They 
are generally proposals of a growth-promoting character and deserve 
serious scrutiny. We expect that by the end of this fiscal year the $300 
million appropriation will be used up—about $200 million of it obli- 
gated and all the rest earmarked for projects under active examination. 
Another $1 billion of proposals probably can be expected in fiscal 
year 1959. 

The Cuatrman-. When you say proposals, you mean requests ? 

Mr. Ditton. Yes, sir. 

This means that after the full $300 million now available is ex- 
hausted, the Fund will be expected to have in hand before the end of 
fiscal year 1959 applications totaling $2.5 billion. Under these cir- 
cumstances, the $625 million increase in the capitalization of the Fund 
that we are asking is truly modest. 

The CuatrmMan. How do you determine the two figures ? 

Mr. Ditton. We will have, as I explained there, we expect to have 
requests from foreign countries and private concerns that will come up 
to about $214 billion. 
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The request we are making for new appropriation is $625 million, 
which is only one-quarter of the projects before us, and the point I 
was trying to make is that I think that is a modest request on our 
part. 

The Cuatrman. Too modest ? 

Mr. Ditton. No, we don’t necessarily think it is too modest because 
it always takes a considerable time to examine these projects and be 
sure they are good. 

The CHarrman. I am trying to find out if you are saying this in 
the way of adverse criticism or not. 

Mr. Ditton. No, I am just trying to say that we need the full $625 
million. Any cut below that I think would be unfortunate. 


LOAN FUND ANSWER TO SOVIET ECONOMIC PENETRATION 


One final thought concerning appropriations for the Development 
Loan Fund: The President dealt graphically in his message with the 
rising menace of Soviet economic penetration. Secretary Dulles em- 
phasized it in his appearance before you on Monday. I discussed 
it at some length with this committee 2 weeks ago. I shall not repeat 
this discussion now. 

But one point is vital: unless the people of these new nations, deter- 
mined as they are to make economic progress, can turn to the free 
world and particularly to the United States for indispensable help, 
the future will indeed be tragic for them and tragic for us. 

The Development Loan Fund is the primary instrument of our 
Government to meet this crying need which cannot be met from ordi- 
nary sources. It must have the full resources now authorized for it. 
They are, at most, no more than the barest minimum. 


RELATIONSHIP OF PUBLIC LAW 480 TO MUTUAL SECURITY PROGRAM 


Special problems.—There are two related problems of a broad na- 
ture which I believe are of considerable interest to the committee and 
which I should like to discuss. 

One of these is the relationship of surplus agricultural commodities 
under Public Law 480 and the MSP. The second is the availability 
and use of United States owned or controlled local currencies. The 
central question as to both is, of course, whether and how they may 
reduce the need for funds under the MSP. 

I want to say three things about the relationship between Public 
Law 480 and the mutual security program. First, substitution of 
Public Law 480 for mutual security funds is possible, but it is limited. 
Second, in countries where substitution is not possible, Public Law 
480 may nevertheless be an important supplement to our efforts. 
Third, in those limited cases where substitution is possible, we have 
gone to great pains to identify the extent of such substitutability and 
to reduce the MSP by corresponding amounts. 

I have attached a brief discussion of this matter as an annex to this 
statement and shall, of course, be glad to discuss it further if you wish. 
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LOCAL CURRENCIES 


On the question of local currencies, we should bear in mind that they 
are of three kinds: 

1. Counterpart, which is the proceeds or commensurate value 
of United States commodity assistance furnished under MSP. 

2. The proceeds from sales of surplus agricultural commodi- 
ties financed with MSP dollars under section 402. 

3. The local currency proceeds of Public Law 480 sales. 

There are three important considerations relative to these local 
currencies which indicate their limitations as well as their value in 
the conduct of the mutual security program. 

First, local currency cannot be used to provide additional physical 
resources for use in the country in which the local currency is located. 
This is true because it cannot be used to import goods and services into 
that country. 

(The following explanation was subsequently supplied for insertion 
in the record :) 

I should say at the outset by “local currency” I refer to the common medium 
of exchange in the local country and do not include the limited supply of a 
metallic base for this currency which may be circulating in that local country. 

Mr. Dion. A country’s own currency, far from being a resource 
to that country, is a claim against its existing resources. It is to the 
country the same as a checkbook is to an individual bank account; 
writing more checks does not create more money in the bank. Neither 
does expanding the currency supply make more resources available 
in the country. 

The Cuarrman. Do you make any distinctions between checks and 
paper currency and silver or gold? 

Mr. Drixon. Silver or gold are a quite different matter, but these 
local currencies are all paper local currencies. They are not silver 
or gold. To the extent that they were silver or gold, they are quite 
different. 

The Cuatrman. Yes. Your language would seem to cover metals 
as well as paper ? 

Mr. Ditton. I did not intend todoso. It should be corrected. 

The Coarrman. Would you like to change that then ? 

Mr. Dutton. If you think that is desirable, we could. 

The Cnarmman. If youthink it is desirable. It is misleading. 

Mr. Ditton. The countries own paper currency, we could say then. 
That would make it clear. 

The Cuarrman. Then you use currency in two senses. 

Mr. Ditton. We can call it paper currency in every instance, be- 
cause that is what we are referring to. 

The Cuarrman. Will you correct those paragraphs? 

Mr. Ditton. Yes, sir; I will. 

Additional economic resources can be brought into a cooperating 
country only by using dollars or other convertible currencies which 
can be used to pay for imports. Local currency, as I have defined 
it, which may previously be generated in that country, cannot meet 
the requirement for new resources. 

By the same token, the use by the United States of local currencies 
to export goods and services from one country for mutual security 








t 
} 





MUTUAL SECURITY ACT OF 1958 225 


uses in other countries would, in effect, be taking back the assistance 
originally given. 

Second, the device of generating local currencies helps in directing 
the use of the physical resources ‘available in the country. In many 
of the less developed countries, it is the most effective and practical 
method of making available budgetary resources that, ordinarily, 
in a developed economy would be created by taxation and government 
borrowing. 

However, in other countries, where inflation threatens or already 
exists, unrestrained use of such funds would be contrary to the ob- 
jectives of helping in maintaining or building up the economy of 
that country. Such countries cannot, therefore, effectively use sub- 
stantial parts of the local currencies generated by United States 
programs. 

The Cuairman. Then do you suggest dividing these countries into 
classes ¢ 

Mr. Ditton. They divide themselves. There are some countries 
where there are inflationary problems, such as in Korea, and other 
countries where that does not exist. 

The Cuamman. W hat I mean is that you regard them as belong- 
ing to different classes ? 

Mr. Ditton. That is correct. 

Senator Fursricnr. Isn’t it true that all of these countries have 
nonconvertible currencies ¢ 

Mr. Ditton. Yes, sir. 

Senator Futsricur. None of them are convertible? They are all 
soft ¢ 

Mr. Ditton. That is correct; they are all soft. 

Senator Funsrienr. With soft currenc ies, how do you classify 
them? Aren’t they all the same? 

Mr. Ditton. The point I was trying to make, Senator, is that some 
countries have more serious local inflationary problems than others. 
Where they have local inflationary problems, it is best to sterilize 
the local currency and not even use it within the country. 

The Cuarmman. Do you make that classification in your presenta- 
tion books, or do you think that it might be made? 

Mr. Ditton. That classification is given in detail in the presenta- 
tion books, which are available for this committee, in the statement 
on local currencies fox each country. 

Third: To the extent that United States assistance constitutes an 
element in an annual understanding with a country, not only the dollar 
assistance but the local currency proceeds from that assistance are con- 
sidered as the United States contribution for that year. 

Therefore, even though the local currency proceeds from 1 year’s 
program may still be available for use in the next year, they cannot 
be considered as part of a second year’s understanding. In other 
words, you cannot count the same dollar twice even though it changes 
form in the process of being used. 

These three factors lead to the conclusion that the generation and 
availability of local currencies, both under the mutual security pro- 
gram and Public Law 480, are in some cases useful in improving the 
use of resources available to these countries but cannot be substituted 
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for the external resources needed by the country. To furnish such 
resources requires foreign exchange supplied by our aid dollar. 

Mr. Smith, the director of ICA, is here now and in the next few 
days you will have other executive branch witnesses on each aspect 
and area of the program—therefore, I shall not go into further de- 
tails. However, I shall continue to be available to the committee 
at any time. 


RELATIONSHIP OF PUBLIC LAW 480 TO MUTUAL SECURITY PROGRAM 


I would like to ask permission of the committee to include as an 
annex to my statement the statement on Public Law 480 which is 
attached to my statement and which I referred to during the course 
of that statement. 

The Cuarrman. That will be inserted. 

Mr. Ditton. Yes. I would like to include that in the record if it 
is all right. 

The Cuatrman. Don’t you think it would be well, since it isn’t very 
long, to read it ? 

r. Ditton. I would be delighted to read it. 

The CuarrMan. Please. 

Mr. Ditton. Annex: Relationship of Public Law 480 to mutyal 
security program. 

The question sometimes arises as to why sales of surplus agricul- 
tural commodities under Public Law 480 cannot be substituted for 
mutual security funds. 

To understand why this cannot be done, three factors must be con- 
sidered. 

First. Substitution of Public Law 480 for mutual security funds 
is possible, but the possibility is limited. 

ince the primary purpose of the Agricultural Trade Devel- 
opment and Assistance Act of 1954, as amended (Public Law 480), 
is to increase the sale of United States surplus agricultural com- 
modities, Public Law 480 sales are not always made to the countries 
or in the amounts in which programs of economic assistance under the 
Mutual Security Act are required. 

The CuarrmMan. May Icomment on that? 

Sales are not always made, but they can be made to countries need- 
ing economic assistance. 

r. Ditton. That is right, and in some of those cases they can be 
of limited substitutability. 

The Cuarrman. Doesn’t it imply criticism in case they are not made 
to those countries ? 

Mr. Ditton. No; because it just means they are not useful for the 
program that we are considering today, but they are useful for the 
pu of disposing of surplus agricultural commodities. 

1e CoarrMan. All right. 

Mr. Ditton. Second. Mutual security requirements usually take a 
form which cannot be fully satisfied with the commodities available 
under Public Law 480. 

Third. Under the law for making Public Law 480 sales, reasonable 
»yrecautions must be taken to safeguard usual marketings of the 

nited States and to assure that such sales will not unduly disrupt 
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world prices of agricultural commodities. This inhibits the extent to 
which Public Law 480 can be used to save foreign-exchange resources. 

The Cuarrman. How do you determine what the usual marketings 
are? 

Mr. Dron. That is determined by the Department of Agriculture 
in cooperation with the State Department on the basis of historic 
facts, the amounts that we have usually 

The Cuarrman. Are the figures definitely there to supply the in- 
formation you need ? 

Mr. Ditton. They have been; yes. 

For these three reasons the extent to which new sales of surplus 
agricultural commodities under title I of Public Law 480 can be used 
in lieu of mutual security appropriations tends to be limited. This 
discussion of course deals with new sales under Public Law 480 rather 
than the use of local currency generated from previous Public Law 
480 sales. That is discussed in my statement to which this annex 
is attached. 

Second. In countries where substitution is not possible, Public Law 
480 can nevertheless be an important supplement to our efforts. 

In those cases where Public Law 480 cannot be used in place of 
mutual security appropriations, Public Law 480 sales may, neverthe- 
less, make an important contribution to the achievement of United 
States objectives. For example, it is obviously not possible for Public 
Law 480 sales in most of the Latin American countries to be used in 
place of mutual security appropriations since we have weeny 

ad no mutual security appropriations for economic aid in such 
countries. Nevertheless, Public Law 480 sales to our Latin American 
neighbors have frequently been of considerable usefulness to these 
countries and, incidentally, to our objectives in these countries. 

Third. In these limited cases where substitution is possible, the exec- 
utive branch has gone to a great deal of effort to find out just where 
Public Law 480 can be used in place of mutual security appropriations 
and we have reduced the mutual security requests now before the 
Congress by the full amounts of such substitutability. 

Without describing in full the elaborate procedures which were 
set up to assure that this was done, it may be said that at one point in 
the process an effort was made to measure the reductions in the request 
which were possible as a result of Public Law 480. It was found that 
the field missions in 9 key countries reduced their estimates of require- 
ments for fiscal year 1959 in the amount of $250 million below what 
they would be if there were no Public Law 480 availabilities in fiscal 
year 1959. 

The Cuairman. That figure is for those nine countries combined ? 

Mr. Dition. Yes, in total. In summary, then, with respect to the 
relationship between these two programs, the executive branch con- 
siders Public Law 480 to be of great value in the achievement of the 
foreign policy objectives of the United States. It is possible, how- 
ever, only in certain limited cases, to achieve a dollar-for-dollar reduc- 
tion in the mutual security program and such reductions have already 
been made to the fullest possible extent in the request that is now 
before the Congress. 

I have one other request to make of the committee. There has been 
a rather long additional memorandum, a 13-page memorandum on 
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the Development Loan Fund submitted to the members of the commit- 
tee for the record. 

The Cuarrman. I think we had better finish discussing the other 
matter first and then see if we have any time to take this up. 

Mr. Ditxo0n. I didn’t want to take it up. I just wondered if it could 
be admitted for the record. 

The Crarrman. Yes, certainly, and we will take it up when we 
finish discussing this. 

Mr. Ditton. That is correct. 

Senator Smrru. Is this a report on the operations ? 

Mr. Ditton. Yes, it was prepared by the Manager of the Fund, 
Mr. McIntosh. 

(The memorandum referred to is as follows :) 


MEMORANDUM ON THE DEVELOPMENT LOAN FUND SUBMITTED TO THE SENATE 
COMMITTEE ON FOREIGN RELATIONS ON THURSDAY, MARCH 27, 1958 


In testimony before the Senate Foreign Relations Committee, Mr. Dillon has 
outlined the basis for the administration’s proposal that the Development Loan 
Fund be incorporated, explained the need for appropriation of the full $625 
million already authorized for the fiscal year 1959, and summarized the Fund’s 
activities since its establishment. This memorandum is intended to provide 
further details on the Fund’s operations and to indicate what might be expected 
of it in the foreseeable future. 

Perhaps the 2 most significant features of the Fund’s operations thus far 
are: (1) the fact that almost half of the $300 million currently available to it 
has been approved or earmarked for specific proposals, and (2) the large and 
widespread interest that has been displayed by the less developed countries in 
securing loans from the Fund. 

Of the $1.9 billion in proposals submitted to the Fund, almost all received 
during the past 3 months, approval has been given to loans totaling $122 million 
for development activities in 8 countries. This includes $75 million for India, 
which was officially announced several weeks ago. Public announcements on 
each of the additional approvals will be made when the borrowers are informed 
and certain details resolved. In addition, $20 million has been earmarked for 
proposals which we expect to mature into loans when full technical justification 
is received. 


Actual and projected activity 

The loans which have been approved thus far are the result of many months 
of preparation. The Congress authorized establishment of the Fund in mid- 
August of last year and shortly thereafter appropriated $300 million for its first 
year of operation. Following enactment of this legislation, the Loan Committee, 
consisting of the Deputy Under Secretary of State for Economic Affairs, the 
Chairman of the Board of Directors of the Export-Import Bank, and the Director 
of ICA, began to meet and a small skeleton staff was assembled. 

The first task was clearly to establish the basic policies, procedures, and loan 
terms and conditions within which the Fund would function. Once developed, 
these were publicized on a worldwide basis in a variety of ways, including a 
little gray pamphlet, about 19,000 copies of which have been printed and dis- 
tributed. By mid-January the final element of the Fund’s lending terms was 
made known with the announcement of its interest rates. 

When these preparations were in their early stages, loan proposals began to 
trickle in. By the end of December, more than $500 million were on hand. 
One month later, the total had soared to over $1.4 billion. By the end of Feb- 
ruary, the Fund had received over $1.6 billion in development loan proposals. 
When another tally was made last week it was found that a total of over $1.9 
billion had come before the Fund. 

The high rate at which proposals were received in December and January has 
begun to taper off. Nevertheless, several hundred million more are expected by 
the end of this fiscal year and another $1 billion during fiscal year 1959. Thus, 
by June 30, 1959, the Fund expects to have had between $2.5 and $3 billion in 
loan proposals under consideration. 
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The staff is now processing applications on hand in ever-increasing numbers 
and several are being passed upon almost every week. 

The normal procedure which the Fund is presently employing in evaluating 
proposals is, in general outline, as follows: If, after preliminary investigation, 
a loan proposal is found to be consistent with policy and seems to be economically 
worthwhile and financially sound, it is accepted for intensive study and full 
technical justification is invited. At this point funds are earmarked for the 
proposal. Earmarking is an internal administrative device which provides 
assurance that funds will be available when and if the proposal is finally ap- 
proved. The prospective borrower then submits such additional justification and 
information as is needed for firm review of the proposal. If the proposal is ap- 
proved after a thorough examination of the technical details, the Development 
Loan Fund, following a procedure generally similar to that of the Export-Import 
Bank, informs the applicant of such approval by a formal letter of advice which 
sets forth the basic terms and conditions for Development Loan Fund financing, 
and is considered an obligation of funds. The remaining technical details of the 
loan agreement are then negotiated and the agreement executed. Actually, it 
has been possible to approve some proposals that have not gone through the ear- 
marking stage because they have been received in a form requiring no further 
technical justification. 

On the basis of projects now on hand, the Development Loan Fund expects 
that obligations will total $200 million, and another $100 million will be ear- 
marked by the end of this fiscal year. Thus, the Fund will have used up the 
entire $300 million now available. 

In addition, there are many other proposals before the Fund which are worthy 
of serious consideration. In anticipation of additional appropriations by the 
Congress, the Fund will continue to review them, although it is aware of the risk 
involved in arousing expectations that it cannot fulfill. 

Furthermore, even with the provision of the $625 million which the administra- 
tion now requests, the Fund’s resources will be quite small, compared to the 
2.5 to 3 billion dollars in proposals which it anticipates. 


Proposals on hand 


The $1.9 billion in proposals received by the Fund represents about 250 
separate development activities on 4 continents. In terms of value, the bulk 
have come from the countries of Asia. Slightly more than one-third of the 
total value consists of applications received from south Asia, slightly more 
than 20 percent comes from the Near East, about 15 percent each from the 
Far East and Latin America, slightly less than 10 percent from Europe, and 
the balance from Africa. 

In terms of the type of facilities involved, proposals for investment in manu- 
facturing enterprises account for almost 30 percent of the value. Power on the one 
hand, and transport and communications on the other, each account for 20 per- 
cent, proposals in the field of water resources constitute 10 percent, and an addi- 
tional 10 percent is distributed in approximately equal portions between 
mining and food and agriculture. The balance consists of education, health, 
and miscellaneous proposals. It is evident from this that although the single 
largest bloc of proposals has been received for profit-earning manufacturing enter- 
prises, over 60 percent of the total dollar value pertains to projects which can 
be described as economic overhead, e. g., roads, multipurpose dams, com- 
munications. 

Almost 35 percent of the dollar value of the proposals presented to the Fund 
is for privately owned enterprises. If the applications from India are excluded, 
proposals for privately owned enterprises comprise about 20 percent of the total 
which remains. 

The question might well be asked: How valid, or of what importance are the 
$1.8 billion in proposals now under consideration, out of the $1.9 billion which 
have been received? The Fund believes they are all proposals which merit 
serious consideration. 

Many more inquiries have been made to the Fund than are reflected in the 
above totals. For example, hopeful applicants approach the Fund daily in 
connection with projects that are clearly inappropriate in terms of its pur- 
poses and lending criteria. Such inquiries have been excluded from the list of 
proposals under consideration. 

It should also be noted that the Fund does not count as being presently under 
consideration and does not include in the total of proposals on hand, many ap- 
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parently good projects which applicants have discussed with the staff, or with 
United States embassies or operations missions, but for which the Development 
Loan Fund has not as yet received actual proposals. A number of proposals 
which have been referred by the Fund to other banking institutions are in the 
same category. 

The proposals are not all of equal quality and many will have to be reinforced 
by additional backup material. While the Fund is convinced that they all merit 
serious scrutiny, it anticipates that some will not stand the test of intensive 
technical review and that others will fall by the wayside because financing is 
actually available from other sources, because it will not be possible to reach 
agreement on terms, or for other reasons. In this connection, approximately 
$85 million of proposals which were under consideration are no longer in that 
status, either because they have been acted on unfavorably by the Loan Com- 
mittee, or because other institutions are seriously considering the possibility of 
providing the necessary financing. 


Loan policies 

The management is now looking at each of the projects now before the Fund 
in terms of criteria drawn from the legislation as well as others adopted by the 
Loan Committee to carry out the intent of Congress and for administrative 
reasons. Reflecting provisions in its authorizing legislation, the Fund has estab- 
lished the following basic lending criteria : 

(a) The proposed activity must contribute to economic growth. 

(b) It must be economically sound and technically feasible. 

(c) Financing must not be available from other free world sources on reason- 
able terms. 

(ad) There must be a reasonable prospect for repayment. 

(e) The proposal must be one which will assist free peoples and the country in- 
volved must not be engaged in shipments prescribed by the Battle Act. 

The Fund has also announced that it generally will not finance credit for 
United States exporters, but will refer such proposals to the Export-Import 
Bank; that it normally will not consider financing working capital loans, or 
proposals which are essentially for refunding or refinancing. A low priority will 
be given to service industries, to industries which produce goods of a less essen- 
tial nature, and to those which do not earn or save foreign exchange. The Fund 
also expects that private investors who seek financing will contribute a reason- 
able amount from their own resources to the funds required for the new 
investment. 

Each proposal before the Fund is being subjected to the most rigorous scrutiny. 
We recognize that development is a long-term process and that we are not 
required to obligate our funds by any given date. We are, therefore, taking the 
time necessary to assure that each project is technically sound, financially feasi- 
ble, and economically important to a country’s growth. 


Relationship with other lending institutions 


Just as the authorizing legislation requires that the Fund not compete with 
private investment, it also enjoins any competition with the Export-Import Bank 
and the IBRD. By placing the Chairman of the Board of Directors of the Ex- 
port-Import Bank on the Loan Committee, the Mutual Security Act provides a 
device which assures close coordination of the Bank’s activities with those of the 
Fund. This top-level coordination has been supplemented by the establishment 
of both a formal procedure for determining the extent of the Bank’s interest 
in proposals before the Fund as well as continuing consultations at the staff 
level. 

The Export-Import Bank is now forwarding to the Development Loan Fund 
for consideration applications which are economically feasible and meritorious 
but which it does not wish to finance because of the limited dollar repayment 
capacity of the borrower. Conversely, the Fund forwards to the Export-Import 
Bank applications which appear more suitable for bank financing. The bank 
is now giving serious consideration to several such proposals. 

The executive branch proposal for incorporation of the Fund would continue 
to provide an opportunity for coordination with the Export-Import Bank at 
the Board of Director’s level and it would also reinforce the informal coordina- 
tion which now exists with the IBRD by placing the United States Executive 
Director of that institution on the Fund’s Board of Directors. 

The Development Loan Fund is not only in close touch with the other financing 
agencies; it is also actively considering joint financing with those agencies of 
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several specific projects and programs. An illustration of this kind is the In- 
dian program. The Fund had extended discussions with the International Bank 
to determine which projects in the Indian program the bank was prepared to 
consider. Then representatives of the Export-Import Bank and the Development 
, Loan Fund met jointly with representatives of the Indian Government to con- 
sider the priority projects that these institutions could help to finance. At the 
present time, the International Bank is concentrating on the rehabilitation and 
modernization of the Indian railway system. The Export-Import Bank will 
finance capital goods for use in irrigation, power, mining, transportation and 
industrial development. The Development Loan Fund will finance steel for the 
railway program as well as components for the road program and jute and 
cement machinery. <A joint Export-Import-Development Loan Fund mission is 
now in India to conclude detailed arrangements for the use of the credits. Thus, 
the International Bank, the Export-Import Bank and the Development Loan 
Fund are all helping in a coordinated way to finance projects of high priority 
in the Indian second 5-year plan. 


Staffing and organization 

The Fund, both in its present and incorporated form, will not duplicate the 
activities and personnel of other agencies of the Government. The staff of the 
Fund is, and will be kept, modest in size. The Fund will use its own assets 
in fiscal year 1959 to meet administrative expenses. Current plans are to in- 
crease the present administrative staff of 25 to about 42 by the end of fiscal 
year 1959. At that time, it is anticipated that approximately half of the staff 
will be professional, and half clerical and stenographic. 

The staff of the Fund will be organized into four distinct operating units. An 
Office of Finance and Development will be responsible for general financial man- 
agement and for handling such special problems as loan terms and conditions, 
promotions of development banks and private enterprise participation. A Loan 
Operations Office will be responsible for preparing the economic, technical and 
financial evaluation of proposals before the Fund. In addition, the proposed cor- 
poration will have a General Counsel and Secretary. 

This small staff will use to a maximum degree the personnel resources of other 
agencies of the Government. Thus the United States operations missions and 
embassies will receive applications from prospective borrowers, provide neces- 
sary information and advice, supply appropriate information to interested parties 
and maintain contacts and conduct negotiations with applicants when necessary. 

On the Washington end, it is planned that the Export-Import Bank will provide 
the same services which it now performs for the International Cooperation 
Administration in the administration of loans. It is considered appropriate that 
the Bank perform these activities since it is well versed in, and has the personnel 
to provide these services. It is also contemplated that the International Coopera- 
tion Administration will provide accounting and administrative services on a 
reimbursable basis. 

The Fund will continue to call on the economic, technical, and financial services 
of the Export-Import Bank and the International Cooperation Administration. 
As appropriate, the technical facilities of other Government agencies will be 
used on a reimbursable basis. The Fund may, for example, call on the Bureau 
of Public Roads or the Public Health Service to survey the technical aspects of 
proposals under consideration. The Fund may also employ the services of pri- 
vate consulting and engineering firms the Fund will, to the maximum extent 
feasible, obtain necessary engineering and other operational services from these 
sources so as to avoid or minimize the need for operational personnel in the 
Fund. 

By utilizing public and private resources in this manner, it will be possible 
for the Fund to obtain highly competent expert services in a wide variety of 
fields from other sources while holding its own permanent staff to a modest 
size. The Fund will have sufficient staff to secure and evaluate technical, engi- 
neering, financial, and other information bearing on proposals before it, to permit 
independence of judgment in applying the criteria which govern the operations 
of the Fund, to exercise responsibilities for the negotiation of loans and other 
ym asa of the Fund, and otherwise to carry out effectively the objectives 
of the Fund. 


Proposed statutory positions 


The Fund requires in its key positions people with considerable experience and 
skill. In addition to the Managing Director at $20,000 a year and the Deputy 
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Managing Director at no more than $19,000, the executive branch is requesting 
statutory authorization for 3 other officers for the Fund whose titles will be 
determined by the Board of Directors and who will serve at no more than 
$18,000 a year. 

Authorization of these offices is considered of vital importance to sound, effi- 
cient, and resourceful management of the Fund. The need for such offices arises 
out of the magnitude, scope and importance of Fund operations, and out of the 
responsibilities which must be performed by the top management of the Fund. 

It has already been noted that more than 250 proposals have been received 
by the Fund, totaling almost $1.9 billion, for development activities on 4 conti- 
nents and covering a wide variety of fields. These proposals, which are 
expected to reach $3 billion by the end of fiscal year 1959, and may well exceed 
that figure, must be reviewed and evaluated for possible financing from the 
resources of Fund—resources, which, if funds currently requested are appro- 
priated, will be close to $1 billion, and can be expected to increase in future 
years. Where proposals are approved, loan or other financing arrangements, 
often highly complex in character, must be negotiated and agreed upon and 
appropriate implementation or followup action must be taken. 

The operations of the Fund are not only varied and extensive, they are also 
of critical importance to United States foreign policy objectives. As has been 
emphasized by the President and others, the Development Loan Fund is the 
principal United States instrument for aiding in the development of less-devel- 
oped lands where economic progress is an essential precondition to the preser- 
vation of freedom and the strengthening of democratic institutions. It is in 
these countries that the Soviet bloc is vigorously pressing its economic offensive. 

The foregoing suggests the scope and importance of the responsibilities that 
will be borne by the senior management officials of the Fund and specifically 
by the proposed officers who will form the core of that management. It should 
be emphasized that these officials will be responsible not only for directing the 
operations of the Fund’s staff, but for obtaining and assuring the effective per- 
formance of technical and administrative services from personnel in other 
Government agencies as well as, in some cases, from qualified private firms. 
Thus the size of the Fund’s own staff is not the measure of the personnel resources 
which will be brought to bear upon the Fund, and for which these officials will 
bear responsibility. 

The responsibilities of these officials will include such things as assuring 
the sound and efficient review and evaluation, from the engineering, financial, 
economic, technical, legal, and other standpoints, of the voluminous proposals 
received by the Fund; dealing with high officials of foreign governments, private 
American and foreign business and banking institutions, and other Govern- 
ment agencies on matters relating to the Fund; directing negotiations of loan 
agreements and other financing arrangements; bearing decision-making respon- 
sibility and exercising independent judgment in applying the policies of the 
Fund; and taking other actions necessary to carry out the Fund’s program 
effectively. 

It would seem clear from the above discussion that the proposals for senior 
staff for the Development Loan Fund are by any standards very modest for 
an undertaking of this scope and significance. 

The pending bill authorizes the Board of Directors to determine the titles 
of three of the statutory positions, and sets a ceiling within which the salary for 
each of these positions may be fixed. This will give the Board of Directors 
to be established by that bill some discretion in determining the precise nature 
and level of each of these statutory positions. It is planned that the balance 
of the Fund staff will be employed pursuant to the regular authorities of the 
Civil Service and Classification Acts or other relevant authorities. 


The Cuarrman. Thank you very much. Do you have some other 
questions to ask Senator Smith ? 

Senator Smiru. I think we should now hear Mr. Smith. 

Mr. Ditton. The two statements are complementary. 

The CHarrMan. Suppose we now hear Mr. James H. Smith, Direc- 
tor of the International Cooperation Administration, on the economic 


aspects. 
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STATEMENT OF JAMES H. SMITH, DIRECTOR, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Sutru. Mr. Chairman and members of the committee, I am 
glad to have this opportunity to discuss with you the mutual security 
program. 

My views on the need for the program in the 6 pa that I have 
been on the job have not changed. I do want to say, however, that 
I believe now we may have overstated our role as benefactor and 
failed to realize the extent to which we are a beneficiary of this pro- 
gram. This is a truly mutual program serving mutual interests. 


NEW ARRANGEMENTS FOR COORDINATION OF MUTUAL SECURITY PROGRAM 


I have, during recent months, devoted particular attention to going 
over congr essional and other thoughtful recommendations which have 
been made regarding the emphasis and operation of the economic side 
of the mutual security program, I have found them of great value 
in our planning and operations. And I would like to mention some 
of the changes and 2 or 3 particular aspects of the management 
of the program. 

The change in coordination functions described to you by Mr. Dil- 
lon should enable us to concentrate on the administration of the ICA 
program. We are engaged in one of the most challenging and dif- 
ficult tasks ever undertaken. I am convinced that we must devote 
much more attention to the actual operations and management of this 
task. 

Executive Order 10742 frees me from responsibilities regarding 
other aspects of the mutual security program while at the same time 
enabling ICA to be fully responsive to our foreign policy objectives. 


TECHNICAL COOPERATION PROGRAM 


You will note that we are proposing a modest increase in technical 
cooperation. This program has a wider understanding and support 
than perhaps any other major aspect of the mutual security program. 
Here, too, is a program which has had many years of operational ex- 

erience under w idely differing conditions throughout the world. It 

is the only aspect of American life known to many foreigners and we 
‘an be proud of its accomplishments. Congress has been in the fore- 
front in its development and has given helpful guidance to its ad- 
ministration. 

I have studied carefully the proposal to separate out the adminis- 
tration of technical cooperation. I believe that, though this program 
should retain its distinction from other forms of economic aid, it 
would not be advisable to separate it from ICA administration. 

Such separation would result in administrative duplication and 
would hamper our ability to execute a coordinated mutual security 
effort in a country. 

DEVELOPMENT LOAN FUND 


On the other hand we are proposing that the Development Loan 
Fund be incorporated and administered separately. This Fund was 
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created particularly to provide the mechanism for administering mu- 
tual security program loans. 

Though close working relations and policy control would be main- 
tained through the Board of Directors, we believe that its admin- 
istration can be more effective as a separate corporate entity. 


IMPROVING EFFECTIVENESS OF ICA PERSONNEL 


We are taking several steps to improve the competence, experience, 
and effectiveness of our own personnel. I have been particularly con- 
cerned to find means to improve the language facility of our people 
overseas. 

Senator Futsricut. Have you found any? 

The CHarrman. Does that mean you intend to improve the effec- 
tiveness of the personnel you already have or that you intend, by a 
process of selection, to eliminate now the less satisfactory personnel 
and substitute for them people who would be more satisfactory ? 

Mr. Smiru. We unfortunately have a great number of people in 
the field who are unable to talk the language of the country that they 
are working in, and so we are really having to start largely from 
scratch to build up a language competence. 

The CHarrman. You have not answered my question. I want to 
know what you are proposing. Do you intend to improve the effec- 
tiveness of individuals presently in your organization, or do you in- 
tend to substitute better individuals for those that are now there? 

Mr. Smirn. Well, it woull be some of both, because as you know 
the personnel in our organization turn over. A large number of them 
are on some short-term duty so that we have a continual rotation of 
personnel, and my expectation is that as we bring new people in, we 
will try to assure that they have some degree of language competence, 
and where there are people remaining in the program, whatever lan- 
guage competence they now have will be improved. 

The Cuarrman. Are you trying to improve the personnel that you 
now have or are you going to substitute better ones for those you now 
have? Which is the main purpose ? 

Mr. Smrrn. We do not intend to make a large number of shifts to 
people out of this program, if that is what you are thinking of, Sena- 
tor. We would like to continue using people who have developed ex- 
perience in the business. 

We would like to improve their language competence. 








IMPROVING LANGUAGE COMPETENCE OF ICA PERSONNEL 


The Cuarrman. Are there language requirements for people em- 
ployed by ICA? 
Mr. Smirn. There have not been generally, no, sir. 
The CuarrMan. Do you think that there should be? 
Mr. Smiru. Yes, sir. 
I think this is a very important aspect of our work. 
The Cuatrman. That is, you would reconstitute the qualifications 
for employment ? 
| Mr. Smirn. But this is going to be a long-term proposition. 
| The Cuarrman. Did you say “yes” to my question ? 
| Mr. Smiru. Yes, sir. 
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The Cuarrman. Thank you. 

Mr. Sarru. But this will be a long-term proposition because peo- 
cannot learn these languages in a short time, particularly the 

anguages of the new countries. 

Senator Futsricur. Mr. Chairman, may I pursue that a minute? 
What percentage of your people do speak the language of the coun- 
tries to which they are assigned ¢ 

Mr. Smirn. I do not know the precise numbers, but one of the main 
problems we have is the fact that many of the underdeveloped coun- 
tries use languages in which there is no basic training in the United 
States whatsoever, and this is giving us a problem. 

Senator Futsricur. Does anybody in your organization know the 
language status of your present personnel—that is, what percentage 
of them speak a foreign language and what percentage do not? I 
wanted to compare it with the Foreign Service of the State Depart- 
ment. Is it higher or lower? 

Mr. Smiru. I cannot answer that question precisely but I will say 
this: I think you will find the figures are very low. 

Senator Futsrienr. Can you supply it for the record ? 

Mr. Smiru. We will give you the best figures we can, sir, but you 
must remember that our people are only employed on a short-term 
basis. 

(The following statement was subsequently submitted :) 


LANGUAGE PROFICIENCY oF ICA OVERSEAS STAFF 


A comprehensive survey was initiated on February 15 which will provide an 
inventory of the foreign language proficiency of all ICA overseas staff members. 
This survey also will identify the importance of a useful knowledge of the lan- 
guage used in the country of assignment to effective performance of each re- 
spective position on the mission staffing patterns (tables of organization). On 
both points, the same information is being obtained for the wife as for the staff 
member. In most instances, a wife’s facility with a locally useful language is 
fully as important to the achievement of overall United States objectives in a 
foreign country as is that of her husband. 

Preliminary results from this survey will be available in mid-April. At that 
time, a meaningful estimate can be made of the percentage of present staff who 
speak the language of the country to which they are assigned. 

Senator Futsrient. I was coming to that. In reply to the chair- 
man you said that you thought it would be a good idea to put in 
requirements. 

What makes you think you can get personnel if you do put in the 
requirements? Are they available? 

Mr. Smiru. This we have to find out. 

Senator Fu.sricut. Well, they are not available, are they? What 
I mean is this: If they are available, why wouldn’t the State Depart- 
ment have them?! The State Department offers a better future, you 
might say, for these foreign personnel, doesn’t it? It gives better 
security, better pay. In fact, your organization has, in the past, asked 
to be put on an equality with the Foreign Service, and yet 70 percent 
of the incoming recruits of the State Department Foreign Service 
do not speak a foreign language today. Is that not so? 

Mr. Smiru. I believe that is approximately the figure. I do not 
know the precise figure. 

Senator Futsricut. For you to say you will put in requirements 
that they speak a foreign language is meaningless if those people are 








236 MUTUAL SECURITY ACT OF 1958 


not available. You just won’t get anybody, will you? If you put in 
requirements that they must speak these languages, there won’t be 
anyone available to apply for the jobs. Is that not so? 

Mr. Surru. I cannot say that we cannot find more people that are 
available. 

Senator Futsricut. What makes you think you can if the State 
Department cannot find them ¢ 

Mr. Smiru. We are not only seeking Americans to do this, we are 
seeking third country personnel with language competence. 

We do not know to what extent they will be available. We realize 
the basic problem here. We are supporting the bill that Health, 
Education, and Welfare has before the Congress to improve the basic 
educational facilities in languages. 

Senator Fursricgur. That you and any other organization op- 
erating in this field cannot find American citizens qualified in lan- 
guages of these countries is a major problem, isn’t it ¢ 

Mr. Smiru. I agree with that completely. 

Senator Futsrigut. And it is conclusive evidence of the defective- 
ness of our educational system in this country, is it not? 

Mr. Soirn. I agree that the educational system has been extremely 
defective in producing this kind of individual. 

Senator Fursricut. Certainly, and it imposes upon you a terrific 
burden to have to train people in the language and in their know!]- 
edge of a country in order to give them some understanding of the 
country to which you assign them, doesn’t it? It is a great obstacle 
to you? 

Mr. Smirn. Yes. 

Senator Futsricut. Isn’t the principal criticism of this program 
from the Congressmen and others really to the administrative end 
rather than to the objectives or the basic principles? Haven’t they 
criticized administration of it? Isn’t that so? 

Mr. Smirn. Yes. I do not think there is much criticism of the 
concept itself. 

Senator Futsricnt. That is what I mean. Now doesn’t that arise 
to a great extent from the inability to have people who understand 
the language and the culture and who know the people where they 
are working ? 

Mr. Smiru. That is correct, and that is why we are supporting the 
Health, Education, and Welfare bill. 

Senator Fursrient. I approve that. 

I am not trying to criticize you. I am trying to develop what is 
wrong here. One of the things that is wrong 1s the inability to recruit 
from among Americans people who are qualified to speak the language, 
who have been thoroughly grounded in the history and the culture 
of the various countries. 

Mr. Srrn. That is correct. 

Senator Futsricut. Haven’t you found that to be true? 

Mr. Smirn. That is correct. 

The CuHatrMan. You may proceed. 

Mr. Smiru. The program is dependent on people in the field, and 
to be effective they must know the laleenes. particularly of the newer 
countries. 

Weare putting a premium on language facility and will increasingly 
use the Foreign Service Institute and similar means. 
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We are supporting a bill proposed by the Department of Health, 
Education, and Welfare for the improvement of language trainin 
in United States schools and have suggested its emphasis be broadene 
to include area training—cultural, political, and economic, as well 
as language studies—all of which would be compatible with our coun- 
try’s widening responsibilities. Also, we are looking to other countries 
for technicians who have special abilities and for training facilities. 
This is another effort to use all available assets but without disruption 
or competition with other countries’ plans. 

The Cuatrman. And there is no additional legislation needed ? 

Mr. Smiru. No, sir, not on this point. 

Senator Smirn. Not in connection with this bill. 

Mr. Siro. HEW legislation is required. 

The Cuarman. Thatis what I meant. 


IMPROVEMENTS IN OVERSEAS PERSONNEL SYSTEM 


Mr. Smirn. Significant improvements have been made recently in 
our overseas personnel system. These provide for assignment under 
section 527 (c) of the act of our Foreign Service personnel overseas 
and in Washington based on the level of their attainment and techni- 
cal competence, similar to the system applicable to Foreign Service 
officers in the State Department. 

Senator Futsereut. That is what I mean. And that will result in 
your still having 70 percent who do not speak any language, if you do 
not improve that. Go ahead. 


ICA’S CONTRACT PERSONNEL 


Mr. Smiru. I have examined also our use of technicians on contract 
from other agencies and institutions. For the past several years we 
have borrowed between 400 and 500 technicians on a reimbursable 
basis from other United States agencies. Given the current and pro- 
posed composition of our technical programs, I do not expect that 
this level will change significantly. The use of university and other 
contract personnel has increased sharply. 

This is a valuable means of tapping the technical resources of our 
country and I intend to continue this emphasis. It must be noted, 
however, that this system does not tend to develop experts in the par- 
ticular field of overseas technical cooperation because their assign- 
ment to this type of work is temporary. 

For example, we do not have opportunity to assure language com- 
petence under this plan. 


PROGRAM IN EDUCATIONAL FIELD 


Another aspett of our program which should be particularly 
underlined is the field of education. Education is fundamental to the 
development of a nation. I have recently taken steps to assure that 
this be given added emphasis. 

The Cuarrman. You are talking about education in other countries? 

Mr. Smiru. Yes, sir. 

The Cuairman. Not of the American employees? 
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Mr. Smiru. That is correct. 

A now talking about education of the people in the countries 
we aid. 

We would like now to assist in improving physical facilities for 
education overseas. We plan some expansion in the use of American 
educational institutions abroad for training and demonstration as a 
part of our economic technical cooperation program. The procedure 
relating to the use of United States universities in the program have 
been improved in the last year. Our 55 contracting universities 
agree that this will lead to a greater vigor in the educational field. 
We have expanded the foreign scientists program under which many 
distinguished scientists will come to this country for training and 
exchange of ideas—an exchange of mutual benefit. 


AID FOR AMERICAN EDUCATIONAL INSTITUTIONS ABROAD 


Senator Futsrient. Mr. Chairman, may I ask about one para- 
graph here? Mr. Smith, are you asking for specific funds here, an 
appropriation for American educational institutions abroad ¢ 

ir. Smrru. We have for a number of years sponsored scholarships 
in American educational institutions abroad. 

Senator Fursrieur. I know that, but you have not given direct 
grants, say, for capital improvements. Is there anything in here as 
direct as that, or is this merely a continuation of the scholarship 
program ? 

Mr. Smirn. We plan, we are working now on the question of mak- 
ing improvements to physical facilities. We have not asked specifi- 
cally at this time for that money. 

Senator Furerient. I would like to urge you to do it. The Sen- 
ate and the House both authorized this last year, but in the confer- 
ence on the appropriation, in the very last days of the Congress, they 
knocked out the amount that had been authorized, and one of the 
reasons they gave was that the administration was not very 
positive. The administration had not requested this amount. Since 
the administration had not seen fit to ask for it, and the Congress did 
not appropriate it, I wondered what your position was going to be 
this year. Are you really going to ask for it? We authorized $10 mil- 
lion last year for grants to American educational institutions abroad. 

I think nearly everybody agrees that such institutions as Roberts 
College and American University at Beirut are probably the most 
effective activities we carry on abroad. I would like to see you aid 
these educational institutions. I wonder if you are going to ask for 
money for this purpose. 

Mr. SmirH. We have requested information on what the needs of 
the American universities abroad are as regards capital grants for im- 
provement and maintenance of their physical facilities. 

The CHairman. Would you be willing to add those requests to 
your bill? 

Mr. Smiru. I think two universities have already submitted data 
to us. We would like to analyze it and see what the magnitude of 
this might be. 

Senator Futsrient. Mr. Case has submitted requests for the Amer- 
ican University at Beirut, hasn’t he ? 

Mr. Smirn. Yes, we have them. 
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Senator Fu.sricur. They want to expand it. They want a branch 
in Libya, don’t they? Are you considering that request? 

Mr. Smrru. We are considering the request of AUB for a specific 
grant for the improvement of their present facility. We want to look 
at that in the light of the total amount of requests so that we do not 
overdo it in any one particular country or any one particular uni- 
versity. 

The CuatrMan. When did you receive that request ? 

Mr. Sairu. I went to AUB myself in January and sat down with 
President Leonard and asked him at that time to make up the request 
and send it in to me. I think we received it about the middle of 
February. 

The CuHamman. You haven’t had time to digest it and make any 
recommendations based on your conclusions ? 

Mr. Sairu. I feel we should look at the requests of many universi- 
ties rather than one before we launch off in this program. We fear 
that we may find things of greater magnitude. 

The Cuairman. Time is very valuable in these matters now. 

Mr. Sairu. Yes, sir. It would be very helpful if that $10 mil- 
lion were available. 

Senator Fursricut. If you will ask for it and urge it, we might 
have better luck on getting it. That is all I am saying, particularly 
with regard to the House of Representatives. The estate gave it 
to you. This committee approved it and the Senate as a whole 
approved it. 

All I am suggesting is that you be a little more positive in your 
own interests. 

Mr. Ditton. May I say something to that? In the appropriation 
this year, while we are not asking for a specific amount of money, 
we are requesting that phraseology adopted last year prohibiting this 
sort of thing be removed from the bill, and if there is any question 
of that, the administration will take a strong position in the Appro- 
priation Committees that we want that removed. 

Senator Furerient. I am just asking that the administration take 
a strong position. 

Mr. Ditton. The administration will do it that way. 

Senator Futsricut. And try to get it through the House. 

Senator Smrru. Do you contemplate that this will be taken out of 
the appropriation for the Loan Fund that you are asking for? Is 
that right ¢ 

Mr. Smiru. No, sir; this should be a grant. 

Senator Smiru. It should be a grant. It has nothing to do with 
the $625 million? 

Mr. Smirn. That is correct. 

The CuarrmMan. I suggest that you get administration approval 
and then ask us for this authority, and that you do if promptly. 

Mr. Smirn. Yes, sir, I will do that. 

The Cuatrman. You may proceed. 


IMPORTANCE OF PROGRAM CONTINUITY 


Mr. Surrn. These are some of the steps we are taking to improve 
our operations. Let me here add, though, what I believe is a par- 
ticularly important point. One of our difficulties is the temporary 
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nature of the program on the one hand, and on the other the con- 
tinual cry for something new and dramatic. I am a firm believer 
in new ideas, but there is no pushbutton method which will replace 
basic economic principle. We must follow proven lines and achieve 
continuity rather than jumping from one idea to another. We 
must ascertain if we are properly using all presently available assets 
before we seek new ones. 


ICA’S ADMINISTRATIVE BUDGET 


To administer these ICA programs and to effect the changes I 
have outlined, we are submitting an administrative budget of $33 
million. This corresponds to $30.5 million of the administrative 
funds appropriated last year. I feel this increase is essential to 
maintain and provide minimum improvements to our operational 
abilities. The increment relates specifically to: (1) more thorough 
personnel training; (2) some new positions; (3) a projected net 
increase in man-year employment under presently authorized posi- 
tions, providing fuller manning of key positions and staff for new 
locations currently being opened; (4) increases in rent and utility 
costs here and in some locations overseas; and (5) increases in State 
pent support and participating agency costs. 

am hoping it will prove possible to reduce the ratio of staff to 
operating personnel. Even if this proves feasible it would not be 
realistic to say that this will be effective in any large measure during 
fiscal year 1959. I also intend to strive for a decrease in the workload 
by streamlining certain procedures. On the other hand, I intend to 
increase personnel training particularly in the field of language—an 
effort which will offset any savings in man-hours this year, but which 
should have long-term effects. 

Senator Futsrientr. Are you asking for special appropriations for 
that language change? 

Mr. Smiru. No, sir. 

Senator Fu.sricut. You are going to take it out of your regular 
operations? 

Mr. Smirn. That is what we are going to try to do. 

Senator Futsrieut. Are you going to expect the State Department’s 
Foreign Service Institute to train your people ? 

Mr. Smiru. We are going to use the military facilities to some ex- 
tent and any new training device we can get, including the State 
Department. 

The CuHarrman. To come down to specific illustrations, you have 
those who stay with you only a year; is that not true? 

Mr. Smiru. That is true. The average is closer to 2 years. 

The Cuatrman. Can they be of any use by the time they leave ? 

Mr. Sorru. This is the great problem, whether we can get in a 
position where our people are going to be long enough in any given 
country to really make it productive. 

The Cuatrman. I have the same idea and I am asking you a ques- 
tion to bring that out, and that is this: In that 1 year can they learn 
enough to be of any help ? 

Mr. Smrru. No, sir; I would think not, so we are going to have to 
change our system of employing people, and where we see a program 
is going to exist in a country for a number of year, we are going to 
have to train people up to do the job in that particular country. 
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The Cuarrman. Don’t a good many take that year just because they 
consider it as an interesting change and experience abroad? 

Mr. Sairu. I do not know that to be a fact, but that certainly would 
not ae uce a productive individual. 

The Cuarman. I know that is so in some instances. 

Mr. Smiru. I would like to see our people employed on a longer 
term basis. I think this is essential to the program. 

The Cuarrman. Yes. You think it is necessary, don’t you, to im- 
prove the program the way you believe it should be improved ? 

Mr. Smiru. Yes, sir. I think our people should really set out on 
this job as a career job. 

The Cuarmman. Thank you. 


STATUS OF NONMILITARY PORTIONS OF MUTUAL SECURITY PROGRAM 


Mr. Smiru. I have included at this point in my statement a tabular 
presentation of financial information for the nonmilitary portions 
of the mutual security program. I shall not take your time to read it 
in full. As of the end of February, obligations amounted to $700 
million of the $1,685 million available, a somewhat larger proportion 
than was obligated at this time last year, and expenditures during 
the fiscal year of $974 million are running at about the same rate 
as last year. 


Status of funds of mutual security program excluding military 
{In millions of dollars] 
FISCAL YEAR 1958 





Obligations: 
BiG WE ROPER os ie ag ee arnt eos ets ee eee ee 1, 428.8 
Unobligated prior-year funds reappropriated or otherwise con- 
pinwed. ‘RVAlMDIO. io 0 et i eee oe 225. 4 
Anticipated transfer from military assistance__.___._.___.--_---- 30. 0 
Mipiwiisserment, STC DO OE is on ese eee 1.4 
Total avaliable Tor: bien... on sc eed weede 1, 685. 6 
Obligations July 1, 1957, to February 28, 1958___-____-___ 699. 9 
Estimated obligations March 1, 1958, to June 30, 1958_._.__ 874.1 1,574.0 
Estimated unobligated June 30, 1958_.............._.-._..... 111.6 
Expenditures: 
Woteh: are linwle Cor ORNs kites cee 1, 685. 6 
Prior year’s funds obligated but nnexpended__-_____-___-___--__ 1, 664. 8 
Total avaliable for expenditure... So Ce) 3, 350. 5 
Actual expenditures July 1, 1957, to February 28, 1958____ * 974.0 
Estimated obligations March 1, 1958, to June 30, 1958__-- 874.1 1,574.0 
Estimated unexpended June 30, 1958_....-.._____-_-....-... 1, 835.5 
SSS 
FISCAL YEAR 1959 
Obligations : 
INOW GT ODEIRTIODS ROCCO aici ein xm 2, 142.1 
Unobligated prior-year funds reappropriated or otherwise con- 
GATOR OV AAR ik. cise thw acct pains eae 100. 1 
POCA. AVR TIN IG TOT QUO re te re ee 2, 242. 2 
Estimated obligations fiscal year 1959___..___________________-__ 2, O17. 2 
Estimated unobligated fiscal year 1959 (all DLF)----------_- 225. 0 
a 


1Excludes expenditures from prior-year military assistance funds used for economic 
pro 
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Status of funds of mutual security program excluding military—Continued 


[In millions of dollars] 


Expenditures : 

New appropriavions requested... es 2,142.1 

Estimated prior years’ unexpended funds obligated or con- 
EE a oth seid atiettldciniecuck peewee nes 1, 824. 0 
Tose) ava tr Croeeeiture... 8 neon ~nannne 3, 966. 1 
Estimated expenditures fiscal year 1959_.--------------------- 1, 667. 6 
Estimated unexpended June 30, 1959 ~_--....--.--------------- 2, 288. 5 
SESE 

Increase unexpended balance close fiscal year 1958 to fiscal 
I UN eka al sss te a Nits starwars ceca alg gd alia 453.0 


(DLF? 450; others 3). 
2 DLF designates Development Loan Fund. 


I should like to review the status of our funds from a programing 
standpoint. 
PROGRAM ADJUSTMENTS NECESSARY 


The executive branch presented to the Congress requirements for 
nonmilitary programs in fiscal year 1958 totaling $2,134 million. 
This mabe a request for contingency funds totaling $200 million 
to cover requirements which were not firmly programed at that time. 
The Congress provided a total of $1,654 million to meet these require- 
ments, thereby leaving unfunded a total of $480 million. Of this 
amount, funds provided for the Development Loan Fund were reduced 
$200 million below the executive branch request and funds requested 
for other programs were reduced by $280 million. 

The ieee of $280 million required as a minimum, a reduction 
of $80 million in program requirements which had been firmly identi- 
fied in the request, and in fact a much larger reduction in order to 
set aside funds for contingencies. 

It has already been necessary to finance new or additional require- 
ments not specifically programed in our request totaling approxi- 
mately $130 million. In addition, it has been necessary to retain a $20 
million reserve of contingency funds to meet other new requirements 
which are now foreseen. 

To meet these requirements, it has been necessary to reduce program 
requirements presented to Congress last year by a total of $200 million 
and to provide for the transfer of $30 million for military assistance 
funds, thereby reducing the amount available for military programs. 

The Cuarrman. What is the reasoning behind this transfer of mili- 
tary funds for these other purposes ? 

Mr. Smrrn. The funds were needed for higher priority projects on 
the economic side, and it was agreed that the Department of Defense 
would release them for those purposes, sir. 

The Cuarrman. They can do that under the legislation ? 

Mr. Smiru. Yes. 
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Recapitulation, fiscal year 1958 i 
{In millions of dollars] 








I SE So icing cures einen Sigeptteceenp cbtinnttacianinauttcanleecamea 2, 134 
Poses wade availabie....._ le eee eee 1, 654 \ 
DIN i a Si. ah ih ibid heehee 480 
Deduct : f 
Development Loan. Fund reduction_....-..........._-..._---- 200 } 
Contingency fund (neprogrameéd) ......... 200 i, 
— —400 
—_— } 
Deficiency im: progmarmbed SCCOUMT Bk 6 cis ccc sere mn aes 80 
Add: 
New requirements already financed but not programed in the fiscal 
you? 1066. segue < So eS Seen 130 
| New requirements to be financed but not programed____-___---__-~- 20 
Total presently known requirements in excess of funds available___ 230 
Subtract transfer from military assistance____------------------------ —30 
Program roductione néceeary: .-. 2 aces 200 


We have made these program reductions in as judicious a manner as 
possible in order to minimize their effects on United States objectives. 
It has generally been possible to meet, therefore, those situations de- 
manding early attention. Where activities could be deferred with a 
minimum of immediate impact on our objectives, they have been de- 
ferred. 
It has been necessary, however, to make substantial reductions total- 
ing $147 million in defense support programs. The remaining reduc- 
tions of $53 million affected technical cooperation, $24 million, special 
| assistance, $15 million, and other programs, $14 million. 
Time alone will tell what the consequences of these reductions will be. 
At this point with a third of the fiscal year remaining, we find our- 
selves with all but a small portion of our funds firmly programed and 
with contingent claims considerably in excess of our remaining bal- 
ance. If additional requirements arise between now and June 30, 
1958, we will be able to meet them only by reprograming with conse- 
quent repercussions. | 
The Cuarrman. That means cutting down ? | 
Mr. Smirn. Yes, sir, cutting down in other programs or cutting 
out programs. 


IMPACT OF LITTLE ROCK AND SPUTNIK 


To return to more general matters it is clear that we are considering i 
the mutual security program in a vastly different setting than a year j 
ago. Our stature in the world has been deeply affected by Little Rock | 
and sputnik. Convincing effective action is urgent. | 
The Cuatrman. What effect did they have? What was the nature 
of the effect ? 
Mr. Smiru. I believe that as far as sputnik was concerned, sir, it 
gave the rest of the world a picture that the Soviet bloc had sur- 
passed us in technical capabilities which the rest of the world had not 
thought had been the case at all before, so this came as a great surprise 
to them. 
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And I believe the Little Rock incident had a great effect on certainly 
the African parts of the world, and some of the Asiatic countries with 
regard to our integration program. 

enator SmirH. Do you mean we had less requests for aid because 
of these things ? 

Mr. Smirn. No, sir, I believe that the rest of the world lost respect 
for us to some extent. 

Senator S::rrm. But did it lessen the requests for aid? Do you 
think they were looking toward Russia because of that ? 

Mr. Smiru. I couldn’t give any specific examples where someone had 
turned at that moment from us to the Soviet aid ; no, sir. 


NEED FOR MUTUAL SECURITY PROGRAM 


Our basic objective is the economic development and political inde- 
pendence of the free world countries. This is essential to the attain- 
ment of peace and to our own growth and security. If we falter now, 
we shall be confronted with a setback in the field of economic progress, 
following these temporary ones in the social and scientific fields. 

We have often said that our total relationship with the nations of 
the free world involves both trade and aid. Our imports are now de- 
clining. If our aid also is decreased, the effect is cumulative. The 
pomen we are in today is almost precisely what the Soviet has been 
noping for—a business decline that may tempt us to reduce the im- 
petus we have been giving to other free nations. We must have the 
foresight to resist this. The continued development of the economies 
of our friends and allies is necessary to the mutual security structure 
without which no single country can expect to prosper for long. 


ICA’S PROCUREMENT POLICY 


We should keep this fact in mind also when considering the sug- 
gestion that all procurement should be limited to the United States. 
This would mean that we were abandoning our principle of world- 
wide competitive bidding. This would really add “strings” to our 
aid, and I hope that this will be avoided by a renewed effort on the 
part of American industry to keep its share of this business through 
the normal competitive process. I believe this was the intent of 
Congress when it wrote: 

To encourage the efforts of other free nations to increase the flow of inter- 
national trade, to foster private initiative and competition, to discourage 
monopolistic practices, to improve the technical efficiency of their industry, 
agriculture, and commerce, and to strengthen free labor unions. 

This is the language of section 413 of the Mutual Security Act. 

Senator Know.anp. Mr. Chairman, right at that point I wonder 
if I might interrupt here. I hold in my hand a letter. It does not 
come from my own State of California but I think in view of the 
witness’ testimony it is perhaps appropriate that it be read at this 
point. 

The writer says, and I quote: 


We represent the foremost manufacturer in the world of railroad ballast 
tamping machines. Recently we made a quotation for four of these machines 
to the Spanish National Railway to be paid for by funds put up by the ICA. 
The price of these machines is approximately $42,000 each. They are manu- 
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factured in Michigan where, as you know, there is considerable unemployment. 
The order was awarded to a Swiss competitor. It is claimed by the ICA that 
the Swiss price was $23 lower than ours, $23 on a $42,000 machine. Our point 
is that with unemployment in the State of Michigan, our tax money is going to 
support a factory in Switzerland. Don’t you agree with us that this is rather 
ridiculous? 

My answer to the question is that I think it is rather ridiculous, 
under all the circumstances including the employment situation that 
exists in the State of Michigan and elsewhere in the country, that on 
machines costing $42,000 each, the ICA should award a contract based 
on a $23 difference in each machine. 

If the ICA administratively is not going to take care of this situa- 
tion, in my judgment the Congress will. 

Mr. Sirn. Is that a question ? 

Senator Know.anp. Yes. I would like to ask if that is the policy 
which is being followed by your organization ? 

Mr. Sarru. The only policy that I can follow in my organization 
is that if we set forth on a competitive bidding process the bid has 
to be awarded to the lowest bidder. 

Senator Knowtanp. Then I am going to prepare an amendment 
that is at least going to give American firms a credit for the taxes 
that they pay to the Federal Government to support this program. 
I think it is absolutely absurd, with the employment situation the 

yay it is in this country, that on a machine costing $42,000, it should 
be taken away from a bidder in this country on a $23 difference. 

And if the ICA does not feel that they can administratively handle 
that, I will propose an amendment that will permit a credit to Amer- 
ican firms for at least the taxes they are paying to the Federal Gov- 
ernment, 

Senator Witry. Under the law, sir, liaven’t you any discretion at 
all? 

Mr. Smirn. Section 510 of the law gives us the right to abandon 
the competitive bidding process if that were considered desirable in 
view of the national interests and the objectives of the program. 

Senator KNowtAnp. Could you do it, or who is required to exercise 
judgment ? 

Mr. Sairu. In this case the matter has been before the adminis- 
tration. The President has just written a letter on the matter to 
Senator Watkins and I would be glad to read you part or all of that 
letter if you wish. 

The Cuarrman. I think it would be interesting to hear it. 

Senator SmirH. You mean on this case that Senator Knowland is 
referring to? 

Mr. Smiru. The broad principle of the application of section 510, 
not the particular bidding case. 

The CHairmMan. As long as this question has been raised and this 
bears on it, please read it. 

Mr. Soirn. All right, sir. This is a letter from the President to 
Senator Watkins dated March 18, 1958. 

The CHatrmAn. Have you got it there? 

Mr. Smiru. I have it here, sir. 

The CHatrman. Very well. I have a copy. <A copy of this let- 
ter—I think it is the same letter—was sent to me by President Eisen- 
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hower under a covering letter of March 18th last. I had written to 
the President on March 8. 

Mr. Smrrx. Shall I proceed? 

Senator Smirn. Read it. 

Mr. SmirH (reading) : 


Dear ARTHUR: I appreciated your February 27th letter proposing that section 
510 of the Mutual Security Act be invoked to help stimulate the Nation’s econ- 
omy at this time. 

I have talked this possibility over with a number of responsible officials and 
have considered it seriously. A study of procurement in foreign countries over 
the last few years indicates rather clearly that even if all procurement financed 
by the International Cooperation Administration had been limited to the United 
States, it could scarcely have made any significant increase in the overall levels 
of United States business activity. In order that you may judge the magnitude 
of these purchases in relation to the total business of the industries concerned, 
I have asked Mr. Smith, the Director of ICA, to send you full information on 
this subject. 

There is another point which is frequently overlooked or not wholly under- 
stood, but which convinces me that the invoking of restrictions on procurement 
under the mutual security program at this time would likely have repercussions 
which would intensify rather than relieve, or at least fail to ease the very 
problem it is intended to resolve. It is simply this. United States dollars ex- 
pended under the program, even when procurement is made abroad, ultimately 
pour back into the United States economy to purchase other goods and services. 
If by restricting procurement to the States we cut off or sharply reduce the 
dollar earnings of foreign suppliers, even for a short period of time, we can anti- 
cipate that a corresponding reduction in purchases of all United States products 
from abroad will certainly follow. Thus, we should soon realize that the step 
we had taken had merely compounded our problem. 

As I have publicly stated time and again, well over three-fourths of our 
mutual security procurement dollars are spent not abroad but right here in the 
United States, with only a small fraction of the total spent overseas before it 
too returns to the United States as foreign purchases of United States products, 
Hundreds of thousands of our citizens today owe their jobs directly or indirectly 
to this program, a factor that deserves careful attention in the present economic 
climate of America. 

Now, as I have said many times, I stand willing to take any measures neces- 
sary if I am assured that in so doing they will relieve the distress of any seg- 
ment of our economy. At least for the moment, however, I do not: believe that 
the invoking of section 510 would produce benefits either dramatic or sub- 
stantial enough to warrant our accepting the attendant disadvantages both in 
terms of ultimate economic impact here at home and in terms of conflict with 
our foreign policy objective. 

With warm regards, 

Sincerely, 
Dwieut D. ErsenHOWER. 


The CHarman. Since we are on this subject, I have here a copy of 
my letter to the President, which I referred to, dated March 8, but it is 
quite long. I do not know whether I can summarize it. It is on the 
same subject. I will put it in the record so that the record may be 
complete on this point. 

(The letter referred to is as follows :) 

Marcu 8, 1958. 
The PRESIDENT, 
The White House, Washington, D.C. 

DrAR Mk. PRESENT: We all share deep concern over the recession in business 
and continued unemployment which adversely affect many of our people in yvari- 
ous industries and areas throughout the country. 

The Mutual Security Act, which is currently before the Foreign Relations 
Committee for amendment (S. 3318) provides for the expenditure of American 
funds for the purchase of commodities for the benefit of other nations. In prior 
years most of these purchases were made in the United States. More recently 
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this policy has been changed, and most of the funds are now being used to 
purchase commodities abroad. 

I have noted recent press reports to the effect that renewal of the act would 
help to provide jobs and employment in United States industry. Despite these 
statements and the provisions of the act itself, by far the greatest amount of 
purchases are now made from foreign suppliers. This procurement policy is 
inconsistent, in my judgment, with the provisions of the act, specifically section 
510. This section grants only limited authority to make offshore purchases. It 
does not permit foreign procurement if you, our President, determine that it will 
“result in adverse effects upon the economy of the United States, with special 
reference to any areas of labor surplus, or upon the industrial mobilization base, 
which outweigh the economic advantages to the United States of less costly 
procurement abroad.” 

With serious unemployment in many of our basic industries such as coal, lum- 
ber, steel, textiles, and others, the transfer of purchases away from these indus- 
tries and to foreign industries instead cannot fail to have serious adverse effects 
upon the economy of the United States. It certainly has increased unemploy- 
ment, particularly in labor surplus areas. 

This affects not only our own country, America, but our allied countries also, 
because a strong United States economy is the most important bulwark of the 
free world. 

Although it may be possible to buy commodities cheaper when manufactured 
by low-wage foreign labor, such a policy, in the light of present conditions at 
home, is, in the end, more expensive to the United States and, in my opinion, 
much more dangerous to national security and the domestic economy. 

Unemployment of 5 million workers means a loss of wages of over $11 billion 
a month, or $21 billion a year, based on current weekly average earnings in 
manufacturing. This money is taken out of circulation. Within 2 to 3 months, 
these losses are equivalent to the total cost of the mutual security program. In 
addition to lost wages, unemployment-compensation payments are estimated at 
$214 billion per year. I am not attempting to make any estimate as to the losses 
to owners or stockholders and the losses in tax income to the Government as a 
result of lost earnings by the industries, but the amounts are, obviously, signifi- 
cant. 

This is not to imply that all of the unemployment in the country is caused by 
the change in procurement policy whereby the mutual security funds are used to 
purchase from foreign producers. However, it is obvious that such a shift in 
policy is a contributing cause, and the reinstatement of domestic procurement 
would substantially alleviate unemployment. 

I know that a number of Senators as well as myself, and especially members 
of the Senate Foreign Relations Committee who are presently discussing the 
Mutual Security Act, would highly appreciate having information as to whether 
the present policy of purchasing commodities in foreign countries is to be con- 
tinued at the present level or whether you contemplate making a determination 
under section 510 of the act which gives authority for the procurement of these 
commodities outside of the United States unless ‘the President determines that 
such procurement will result in adverse effects upon the economy of the United 
States, with special reference to any areas of labor surplus.” 

Your views on this matter will be highly appreciated, not only by the members 
of the Foreign Relations Committee who will act on the amendments to the Mu- 
tual Security Act, and by the members of the Senate from labor-surplus areas, 
but, also, by all of the people in various industries throughout the country 
adversely affected by the present economic decline. 

Yours sincerely, 
THEODORE FRANCIS GREEN. 

Senator Knowtanp. Mr. Chairman, I would like the ICA to furnish 
the committee with a report on this specific incident that I have raised. 
T have heard of a number of other incidents of a comparable situa- 
tion, but nothing quite as flagrant as this one, where a $23 difference 
on a $42,000 machine is involved. 

The CuarrMan. You offer it as a type? 

Senator Knowtanp. I offer it as a type. I would like a report on 
this. I intend to pursue it. I would hope that this amendment would 


have the support of the ICA, but, as far as I am concerned, whether 
23578—58——17 
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it does or not I intend to propose an amendment that will at least give 
American firms credit for the taxes they pay in support of this 
general program. 

Mr. Smiru. We will be glad to furnish you the complete data on 
that particular bid and award. 

(The information referred to is as follows :) 


REPORT ON PROCUREMENT OF TAMPING MACHINES BY SPAIN REQUESTED BY SENATOR 
Wrt1tiIAM F’. KNOWLAND 


Prepared by Procurement Analysis Branch, Financial and Procurement Methods 
Division, Office of the Controller, ICA, April 3, 1958 


Formal invitations to bid were issued on November 5, 1957, by RENFH 
(Spanish National Railways) for track tamping machines as summarized below : 

Country : Spain. 

Importer : RENFE. 

Commodity : Track tamping machines. 

PIO-PA : 52-33-117-6-70032 and 52-99-72-5219. 

Subauthorization : 70032-—5 and 5219-1. 

Amount : $110,000 and $59,812.24. 

Price basis: f. 0. b. stowed in vessel if ocean transportation, or f. 0. b. on 
Spanish border if land transportation. 

Delivery : No later than May 31, 1958 and no later than June 30, 1958. 

Bid deadline : December 20, 1957 (12 noon Madrid time). 

Valid until : March 9, 1958. 

Origin : Worldwide (ICA Geographic Code No. 99). 

In response to this invitation, bids were received from four suppliers, as 
follows: 





cite SANS ORE Lt Lai 
Price per | Spares Total Port 
Unit 


| 
Bidder 
5 en POMIIONG on. an wences $39, 900 |. __- ae $39, 500 | Hammond, 
REE ee ee 41, 920 $2, 700 44,650 | Hamburg. 
3. Materiel Industriel_-.....-.......-..-..----- 41, 920 469 42, 389 | Irun. 
4, 


EE TE linn anna beatin ~doensewetens | 41, 736 716 42,452 | New York. 





Offers submitted by bidders 1 and 2 in the foregoing tabulation were rejected 
for the following reasions 

1. Pullman Standard.—Bid did not include pro forma invoices as required in 
section 9 of the invitation nor did it provide the guaranties prescribed in the 
specifications. 

2. Franz Plasser—Bid was not considered since the firm offered only three 
machines. 

The Materiel Industriel (Matisa) figure of $42,389 per machine at the Spanish 
frontier was compared with the Electric Tamper figure of $42,453, at New York. 
Award was made to Matisa since it was the lowest responsive bid. The difference 
of $64 per machine in favor of Matisa would have been increased to approxi- 
mately $600 per unit if shipping charges from New York to Spain had been added 
to the cost of the Electric Tamper machine. 

A thorough field investigation of this procurement, conducted in Madrid be- 
tween February 24 and March 6, 1958, concluded that there was no irregularity 
in this purchase. 

Based on information available on this competitive bid invitation, it appears 
that the award was made properly. 


EFFECT OF OFFSHORE PROCUREMENT ON UNITED STATES EMPLOYMENT 


Senator Wirey. I think, Mr. Chairman, it would be interesting to 
get the whole picture, because I have just returned from Wisconsin, 
myself, and I heard a number of similar complaints, and, while I know 
nothing specific at this time, it seems to me that we should now have 
the whole picture. In other words, how much of our money has been 
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spent abroad that could have been spent here, and advantageously, as 
a deterrent to this recession. I think it is a matter that calls for our 
judgment. If there are isolated instances, that is one thing, but if 
there are hundreds of millions of dollars that could very well help 
labor and industry here, it seems to me it is advisable for us to get the 
whole picture, and I would like to have that, Mr. Chairman. 

The CuarrMan. Would you like to have read that letter that I wrote 
the President on this subject ? 

Senator Witey. I would like to have, as I say, the whole picture. 

Mr. Smirn. I would like, Mr. Chairman, with your permission, to 
answer part of that question. I have it right here, specific figures. 
In a letter to Senator Knowland of March 11, we forwarded some data 
giving the relationship of the purchases which were made through a 
eer ae process from companies in comparison to the 
total United States manufacturers’ sales during the year 1957. 

For example, the total United States manufacturers’ sales in 1957 
in the machinery and equipment business was $51 billion. By com- 

arison, ICA financed purchases overseas through the competitive- 

idding process of $71 million, or fourteen one-hundredths of 1 per- 
cent. in other words, less than 1 percent. In the iron and steel prod- 
ucts business, a total business of $18 billion in the United States, the 
figure was $58 million, or thirty-two one-hundredths of 1 percent. 

In the textile business, a business of $13 billion, ICA’s foreign pur- 
chases were $89 million. I do not know if you want me to read the 
entire list. 

Senator KNowianp. Are these comparisons in the normal channels | 
of trade; that is, what is sold abroad by United States manufacturers i 
compared with what the ICA purchases abroad 

Mr. Smirn. No,sir. This is the total United States manufacturers’ . 
sales within the United States and abroad compared to—— 

Senator KNow.tanp. Total commercial sales ? 

Mr. Smiru. Yes, sir. 

Senator KNow.Lanp. Since you have raised this issue, I would like 
there to be put into the record at this time the specific amounts for 
in manufactured goods, machinery and equipment, iron and steel, tex- 

| tiles, chemicals, ee sugar, fertilizers, air-transportation equip- 
~ : ment, motor vehicles, coal, and other major commodities that are 
' purchased abroad under the ICA program, as distinguished from those 
h ; which are purchased from American manufacturers or producers, 

| both in percentage figures and in dollar figures. . 
i- When you get the overall percentage, it is true that a substantial 
d part of the military purchases—that is, of arms and equipment—or 
the predominant amount of that, is purchased in the United States, 
but I want to exclude that and deal with the question of the manu- 
} factured or other types of goods and equipment which are purchased 
‘s abroad versus those purchased in this country under the ICA program. 

. Mr. Smirn. We can give you those figures for the various categories 
you have mentioned ; that is, the total ICA-financed purchases in each 
one of the categories, and the percentage of that total that was pur- 
chased outside the United States. 


eee 





O > . : . 
; Senator Knowtanp. And the dollar value involved in the per- . 
: centages. | 
‘ Mr. Smirn. Yes. 
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(The information referred to is as follows :) 


ICA commodity expenditures 
CUMULATIVE THROUGH FISCAL YEAR 1958! 





{In millions of dollars] 
Expenditures in Expenditures 
Total United States abroad 
expendi- 
tures 
Amount | Percent | Amount | Percent 

Teas GT I no non. cc Sob cnn cceesnd 17, 788 12, 107 68. 1 5, 681 31.9 
Total, principal commodities_--.............-------- 12, 773 9, 142 71.6 3, 631 28.4 
Machinery and equipment.-_-_.............-.-.-- 2, 266 1, 986 87.6 280 12.4 
Boom end ated)... 5... <...5..- Eke ei idrok 804 504 62.7 300 37.3 
SE shew et inna nanka vn vuehiinpins inn dope 2, 400 1, 910 79.6 490 20.4 
CIN ARERR ois | et on cdkbdacaghacdendes scueden 2, 453 2, 453 BO Taseccoy len s eecsit toe 
Serene, ORIG CORBI. oi ons enn nnenccns on 391 120 30.7 271 69.3 
SE occ sac spiceranucncestecaktenctakoannon 574 432 75.3 142 24.7 
UD aa dts Sh ethane digi Cee ah wceelabecch 1, 812 518 28. 6 1, 294 71.4 
Shc cdkamae ight sabanhndhakiaswanbaelion 445 43 9.7 402 90.3 

ELS 2 ida widimebeankbatchayochvcebeon nda 369 149 40.4 220 59.6 
Air and rail transportation.-........-.......--.- 280 235 83.9 45 16.1 
SE IN a cnn aenspcatebenncnsmansucunie 421 372 88 4 49 11.6 
hide nn 5 Sto Ebb Baeeea aedede <nannneaere 420 75.3 138 24.7 











Es Et SIN oo nn nce n tcngcunassocan 1, 236 708 57.3 528 42.7 
Total, principal commodities__-.-........-.-..---.-- 927 523 56.4 404 43.6 
Machinery and equipment--_-.........----..---- 168 97 57.8 71 42.2 
NE eo cB iioninnka ta clike poeaeome ened 81 23 28.3 58 tied 
IIIS 5 k5d.0 Waldttael wwe Siabn tile octne aienelac 113 113 I rates cavactctikas oe 
1d. ponamdnbutkhedun etch duaknanednwencee 116 116 hak clei acnmcinrte 
Fabricated basic textiles_..................-....-. 96 7 7.5 89 92.5 
RNs 6 egsicinc ea nidbcabtekenctannee sanded 7 31 42.3 42 57.7 
PN Ciat waedanxmyecmbsiphaKnadewaseune’ 80 35 44.3 45 55.7 
RIL h Aon cam mmaank bed pbbanedesd k4d wee kseael 47 15 31.1 32 68.9 
dU aice Nngvhinpiicbcdeudry se Bannn bane’ 63 30 47.0 33 53.0 
Air and rail transportation._...................-- 18 7 38.6 11 61.4 
CS See ee ee 41 27 66.5 14 33.5 
SE ceansavicdeenaasnes Ktiencineshnghanndssesegede 31 22 71.3 9 28.7 
FISCAL YEAR 1958 2 
PO OI os. bins Sins ein ivetiscccwnia 1, 033 569 55.1 464 44.9 
Total, principal commodities_-_............-..-.-.... 806 448 55. 6 358 44.4 
Machinery and equipment---__._.....-.-- solace 142 73 51.1 69 48.9 
Iron and steel_ < 103 39 37.5 (4 62.5 
Bread grains__ 94 94 100.0 ssid Ah Biondboage esis 
Cotton. -_-...-- 84 84 100.0 seas 
Fabricated basic textiles _ oe 70 9 13.6 61 86.4 
SENS Sic ox sSdbebeendnntcacwrcesaeeasanece 63 26 41.2 37 58. 8 
I iti siectectiardi eran tticeamatnnsbien dition te 59 36 60.7 23 39.3 
nn cathe dle te musth Rdita cs poiehimaan talento Oe Ties stamina ceee abies 54 100.0 
a SES Be ee 39 17 44.3 22 55.7 
Air and rail transportation. --..............-.... 37 29 78. 2 8 21.8 
PE WED coat decd cncismnnndwidsctncekanan 35 20 58.6 15 41.4 
CNL. eadenunitvee dt iyhomes-aheneAtenaurnedink 26 22 84.1 4 15.9 





1 Includes annual rate for fiscal year 1958 based on Ist 6 months of fiscal year. 
2 Annual rate based on Ist 6 months. 


EXPORT TRADE GENERATED BY OFFSHORE PROCUREMENT 


Senator Fursrieut. Mr. Chairman, if we are going into a thorough 
study of our foreign trade, I think Mr. Smith should also trace that 


$43,000 that was paid to Switzerland. What happened tothat? Does 
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that not come back by the purchases of oranges from California or 
cotton from California or from some other place ? 

It enters into the trade, and Switzerland is a very large purchaser 
of raw materials from this country ; is it not? 

Mr. Smiru. That is very true. 

Senator Furtsricut. So all you are arguing here is whether or not 
the machinery maker in Michigan iene have preference over the 
cotton raiser of California in this trade. If you permit that money 
to go to Switzerland, they will turn around and buy cotton, won’t 
they, or something like it? 

Mr. Smiru. We believe without question that the dollar that goes 
overseas comes back. 

Senator Futsricnt. You not only believe it, but you know it does. 

Mr. Smirn. Yes, sir. 

Senator Futsricut. That is what must happen. They cannot buy, 
or won’t buy, probably, in Russia. It will come back here. Isn’t it a 
fact that we do have a very large trade with Switzerland ? 

Mr. Smiru. Yes. 

Senator Futsricut. So that this whole argument finally is reduced 
down to who you are trying to favor in those particular transactions, 
doesn’t it ? 

Mr. Smirn. If the dollar starts out by going overseas, it ends up in 
a different place than if it was spent here. 

Senator KNow.anp. Sometimes it ends up in the central reserve 
banks of Europe along with gold that is used as a backing of their 
currency. 

Senator Fursricut. Temporarily. 

Senator Know.anp. Which may or may not come back for pur- 
chases in the United States. 

Senator Futsrieut. It may temporarily, but the fact is that they 
already have adequate reserves. They are doing business and have 
for a long time, and every year their trade, particularly in a country 
like Switzerland, is balanced not by gifts and loans, but generally by 
exchanges of goods. 

We buy certain things from them. I think this whole argument is 
on the assumption that when it goes to Switzerland, instead of coming 
to Michigan, that that is the end of it and we have lost it, which is a 
false assumption. 

Mr. Smitu. I agree with you completely on that. 

Senator Futsricut. Won’t you agree with that, Mr. Dillon? 

Mr. Ditton. Yes, and I would like to add, if I may, at this time, one 
cima point of foreign policy as opposed to the administrative prob- 
ems involved. 

In our present competition with the Soviet Union around the world, 
one of the real advantages our aid program has, a real selling point 
for the American system of free enterprise over the Soviet system, is 
the fact that Soviet aid is tied strictly to purchases of materials in 
the Soviet Union, whereas our aid is made available, grant aid of this 
type, with the exception of agricultural products, for purchase at the 
lowest possible wuld price. 


That is a real advantage. 
_ Now all I would like to say on that is, I hope that the committee, 
in considering all aspects of this question would also consider that in 
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coming to their conclusions—whatever conclusions the committee may 
come to. 

Senator Smrru. Can you give us comparative percentage from mem- 
ory? Is it about 75 percent of the program requirements that is 
procured in the United States and about 25 percent offshore? 

Mr. Dizon. The total program ? 

Senator Smirn. Yes. 

Mr. Ditton. That is right for the total mutual security program. 

Senator Smirn. We have had information to that effect from other 
witnesses. 

Mr. Dion. Yes. 

Senator Smirn. That is true of the military apparently. 

Mr. Ditton. The military is slightly higher in this regard. 

The CuHamman. You may proceed. 


POLICY AND OBJECTIVES OF MUTUAL SECURITY PROGRAM 


Mr. Smrru. I also refer to the declaration of purpose stated by 
Congress in establishing the Development Loan Fund, particularly the 
clause that reads : 
to minimize or eliminate barriers to the flow of private investment capital and 
international trade; to facilitate the creation of a climate favorable to the 
investment of private capital; and to assist, on a basis of self-help and mutual 
cooperation, the efforts of free peoples to develop their economic resources and 
to increase their productive capabilities (sec. 201 of the act). 

These statements of policy and objectives are as sound today as 
when written. To turn away from these basic principles that under- 
lie the mutual effort of the free world, would cause a far-reaching 
change in our relations with other nations of the free-world commu- 
nity—a change which might well foreshadow the disintegration of 
the structure we now have. Yet without this structure to withstand 
Sino-Soviet attempts at gaining political control through economic 
measures, we can lose this conflict no matter what our military strength 
may be. The question then is whether we are prepared to undergo 
the difficulties and sustain the burdens of waging an economic war to 
save what we would protect with our lives in a military way. The 
answer seems to me to be obviously “Yes.” But actually the question 
need not make it look so hard. This effort which I ask you to author- 
ize in the economic field will be a constructive one made by freemen 
joined in a common purpose. It will reveal to the world the true 
source of American strength. 

The Cuarrman. Thank you very much. 

Now we have had statements from the two witnesses and some of 
the members of the committee may like to ask questions. 

In order that we may all have equal opportunity, I suggest that we 
limit the questions, in the first round at any rate, to 10 minutes. 

Have you any questions, Mr. Fulbright ? 


FINANCIAL TERMS OF LOANS 


Senator Futsrient. Mr. Chairman, I have asked most of mine. I 
would say that the statements of both these witnesses were very good 
statements. 

I particularly like the presentation of the local currency situation 
by Secretary Dillon. It is a much clearer statement than we had 
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before the Banking and Currency Committee the other day. I think 
this illustrates prey well what the situation is. One question I 
would like to ask the Under Secretary. I wonder if he doesn’t think 
that the interest rates he referred to—51,, to 6 percent—are quite high, 
especially in comparison to the Russian interest rates ? 

It creates a rather difficult situation from the propaganda stand- 
point. Isn’t there any solution to that in this field ? 

Mr. Ditton. This is a difficult problem and one in which judg- 
ment has to be exercised. 

Certainly, the interest rate is one factor, and an important factor, 
in the attractiveness of a loan. 

However, there are other factors which are also important, such 
as the length of the loan, which means the amount that has to be 
repaid every year, and the form of repayment. 

Our Development Loan Fund loans will generally be repayable 
in local currency, which has considerably more attractiveness than a 
Soviet-type loan, and also generally they can be of considerably longer 
maturity. 

I think that applies particularly to the 344-percent rate for basic 
development, which I think overall is probably just as attractive as 
the Soviet loan. 

Senator Fursricut. That seems all right, but what about the 6 
percent? That sounds like a very high rate. 

Mr. Ditton. The reason for that is this; those loans are the loans 
that are made to companies that are in business to make a profit, such 
as a steel company, a fertilizer company, or a chemical company. 

The local interest rates in many of those countries are, of course, far 
higher than this. They run 7, 8, 9, 10 percent or even more. 

This interest rate has to be the interest rate which is charged by 
the Export-Import Bank for loans of this type, and they have to 
charge that because it is roughly what the money would cost them. 
The World Bank also has the same rate. 

Now if we, on that type of private enterprise project should come 
forth with a considerably more favorable rate in countries in which, 
particularly in countries in which the World Bank and the Export- 
Import Bank operate, it is the feeling of the members of those 1nsti- 
tutions that that would gravely prejudice their ability and their 
usefulness in making these types of loans in those countries. 

So they feel very strongly that if we have a much lower rate it 
would interfere with their operations. 

Now the law, as you remember, requires that we coordinate carefully 
with both those institutions, and I think that is the reason that we 
have set these higher interest rates for these particular items we are 
talking about. 

Senator Funsricut. I have heard more discussion about that rate, 
I suppose because it is easy to understand. People compare our in- 
terest rates and the Russians’ regardless of what the prices are, the 
a of the product, or many other activities, and it presents a very 

ifficult problem. 

Mr. Ditxon. It isa difficult propaganda problem. 

Senator Futsricut. I wondered if there isn’t some other way you 
could compensate for the advantages of these loans of ours over the 
Russians’, other than by the rate, simply because it is so easy to exploit 
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in this field. I realize that there are other aspects of their loans 
which are not nearly as good as ours, but they are hard to explain, are 
complicated, and are difficult to prove, whereas where they say 214, 
- 3 percent and we say 5 or 6, it stands there baldly, and it is a difficult 
thing. 

Mr. Ditton. It is hard to explain and it is a propaganda point. 
As I say, the Soviet loans for this particular type of thing would, I 
think be exclusively or almost exclusively given to countries that would 
be producing state-owned factories to make, say, fertilizer, whereas 
ours also go and we try, in carrying out the spirit of the law and our 
own policy, to favor, where possible, private enterprise. Certainly 
we couldn’t have a lower rate for the state-owned enterprises than 
the private ones. In the case of private ones, this rate we charge 
is actually a far more attractive rate than they could get in their 
own local market where they would have to pay considerably more. 


DEFENSE SUPPORT 


Senator Futsricut. One other question that bothers me a good deal 
is this question of the balance of economic needs and military needs 
in defense support. You said something about defense support being 
solely for the purpose of supporting the military effort and not in- 
tended to contribute to purely economic development. Do you play 
a part in determining for any given country low much s ould be 
given for defense support ae military aid and how much for eco- 
nomic aid, or is that determined by somebody else ? 

Mr. Ditton. That is primarily my responsibility though the actual 
form of aid after the amount has been determined is handled by 
ICA and the Department of Defense. 


PROPORTION OF MILITARY AID AND NONMILITARY AID 


Senator Futsricur. You have gone over this very carefully, and is 
it your view that the distribution within this bill between military 
and nonmilitary is about right? 

Mr. Ditton. I think so. I think we have the tendency, Senator, to 
make a comparison here which I do not feel is entirely a valid com- 
parison. We have two distinct and different requirements. One is 
to provide funds for military security around the world, and the other 
is to provide funds for economic sede: 

We try to provide funds that are needed for each, but I do not think 
that they should be compared directly to each other. Military ex- 
penditures come high. We know that. We know that from our own 
defense budget. 

And I think in the same way that we do not compare our own defense 
budget of some $40 billion or $45 billion for defense purposes to our 
other expenditures of the Government and say we are putting that 
ahead of needs of the people. The same sort of reasoning applies 
here. 

I do not think the two should or can be adequately compared, 
leading to the conclusion that we are putting more emphasis on mili- 
tary than on economic aid, or vice versa. I think they are really 
separate things that should both stand on their own feet. 
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Senator Fursrienr. I think it is different, in that we believe at 
least that we can afford what we are putting into our military. We 
think we can afford our expenditures. Whether we can or not, only 
history will tell, but as of now we believe it. 

The thing that bothers me, and the one principal criticism in my 
own mind that I have had, is the degree of military aid which creates 
an establishment which must be supported by somebody. For exam- 
ple, in a country like Pakistan, which is the best illustration I have 
used, military aid creates a problem there. It imposes a burden 
upon their economy, in the first place, which then requires more eco- 
nomic aid or it will collapse, and Pakistan is already threatening all 
kinds of drastic measures. 

And the secondary effect of military aid to Pakistan is to create an 
apprehension in India which unbalances their domestic economy and 
creates, they think, a need for arms which also enhances their 
demands for economic aid from us. 

I wonder whether you have personally taken the responsibility for 
making a judgment on that kind of problem. Do you feel that, after 
thorough consideration from every angle, you are not putting in too 
much military aid in Pakistan or any other particular country ? 

Mr. Dixon. I can answer that, I think, in two ways: The military- 
assistance program here is a direct part—is directly connected with 
the budget of the Department of Defense. e feel it is an 
integral part of their budget, at least of their planning, and if they 
do not have these funds they would have to make other provisions 
which would be much more expensive in their own military planning. 

I cannot vouch in too much detail for the military planning. There 
may be changes for some part of it, but for the moment we feel this 
is the correct amount. 

As to the Pakistan question in particular, that is an old story and 
relates to a commitment entered into by the United States Govern- 
ment some years ago to provide Pakistan with certain military equip- 
ment we are just in the process of completing now. So when you ask 
me if we review that particularly, I say that one of the factors which 
entered into that review is the fact that we had this commitment 
which we had to live up to. 

Senator Fu.tsricnt. That is all, Mr. Chairman. 

The CuarrMan. Senator Wiley, have you any questions? 

Senator Wier. I am sorry that I missed the opening part of your 
statement, sir, but I will read it, I am sure, with profit. 

I thought we were going to get into a free trade discussion here 
a little while ago, but we avoided that. 


LOCAL CURRENCIES 


How much local currency of other countries has this Federal Gov- 
ernment of ours? Do you know? 

Mr. Ditton. We can give you those figures in great detail. I think 
it would be best to supply that for the record. We do have substan- 
tially something over a billion and a half dollars under Public Law 
480, which is the largest amount. 

(The information referred to was not furnished at the time the 
hearings went to press.) 

Senator Wirey. Yes. But, of course, under this ICA program, you 
are going to get a lot more, are you not? 
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Mr. Ditton. The total we actually have which will belong to the 
United States—I am reading here from information just given me— 
is, at the end of 1957, $1.645 billion. 

Senator Witey. And that is the total for all the countries where 
we have given mutual aid ¢ 

Mr. Ditton. That is correct. 

Senator Witxy. Now then, how much do you expect you will get in 
addition to that under this program ? 

Mr. Dixon. Under this particular program you are considering 
here, the United States does not get very much. What we do is to 
furnish resources to a country and then get counterpart deposited 
for that. But that counterpart does not belong to the United States. 
It belongs to the local country. 

Senator Wirey. All of it? 

Mr. Ditton. A certain amount, in some countries 10 percent be- 
longs to us. 

nator Witxy. Is there not some place where we get 20 percent ? 

Mr. Dititon. Where we get 20 percent? We have only one excep- 
tion, Senator, which is Spain, where we got a larger amount for the 
use of our bases, but that exception is now terminating because the 
base construction is completed, so it will be 10 percent everywhere. 

Senator Witey. What provoked the question was that I thought 
in your statement you brought out very clearly that we were going 
to get local currency. 

Mr. Ditton. We will get substantial local currencies in addition 
from operations of Public Law 480 in the coming year, yes, sir, but 
not under this program. 


ICA PROCUREMENT AND UNITED STATES ECONOMIC SITUATION 


Senator Wixry. If you spend ICA funds in this country and for- 
eign concerns bid for, say, machinery, do they have the same right 
as our bidders ? 

Mr. Soiru. I don’t quite understand the question, Senator. The 
system of procuring with ICA funds, the bidding is done through the 
country to which the aid is going. 

Senator Witry. Yes. 

Mr. Smiru. So that we do not actually handle that ourselves here. 
We finance the purchases, but the bidding is done through the coun- 
try being aided. 

Senator Wirry. What brought up that question was that there is 
a great deal of machinery in this country that is being bought abroad, 
too, and right now some of those folks are having trouble getting 
parts. It is all creating a ferment that isn’t very healthy from the 
standpoint of international relations. 

And when I asked the question before to find out the percentage 
of procurement in the United States and the percentage abroad, it 
was because I feel we have to get above the specific thing and see 
the overall question. ¢ 

In other words, we are engaged in trying to preserve the peace. 
We have also to realize that when there are instances just like the one 
brought up by Senator Knowland, some of the people are seeing red 
because there are men out on the street jobless. There must be some 
way it can be handled so that we do not provoke public opinion so 
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: that pressure will be put on your public officers to really cut your 
as pro. ram. ; ; ; ' 

That is why I am asking these questions. As I said, I just got 

' back from the Middle West, Illinois, and Wisconsin, and I have 


found considerable reaction on some of these similar matters. 

Of course, when we get into the Reciprocal Trade Agreements leg- 
islation, we will be discussing the peril point and quotas to protect 
the American market. But at the same time, it is important that 
we find out where the taxpayers’ money is being spent. What is your 
, total program—a billion and a half? 

Mr. Smiru. The economic side is about $1.9 billion. 

Senator Wirey. And then the military assistance is on top of that ? 

Mr. Smiru. The military assistance is about $2 billion more. 

I think, as you may know, Senator, a study was made of the em- 
ployment within the United States which arises from the expendi- 
ture of these funds, and this was made by the National Planning 
Association for the year 1955, and the finding was that this gave 
employment to about 600,000 people. 

So I wouldn’t want to leave the impression here that the money 
was being spent in a manner which did not create employment in 
this country. 

Senator Witry. No. I think that is very important to get out the 
facts. In fact, I quoted those figures at a university, and my remarks 
are in the record on this very subject, because 1 am supporting the 
program. 

But I am also not unaware of the fact that a lot of people are not, 
and there is great misunderstanding. Our export business totals 
about $19 billion, but we are getting imports of about $13 billien on 
top of that. Of course, our tourists are spending a lot of money, and 
then programs like this provide considerable funds. It produces a 
healthy condition if we can keep people seeing things clearly. 

On the other hand, there is no question but that there is an influx of 
a lot of cheap material into this country to the detriment of a lot of 
good people. While on one side there are 4,500,000 people employed 
in our export business and probably only 500,000 or 600,000 in- 
volved in the aid programs, those 500,000 or 600,000 are American 
citizens, too, and it raises right now a situation which requires, in 
my opinion, a very earnest consideration from the standpoint of pub- . 
lic morale. ' 

That is what I am getting at. I had a lot of questions, but I do 
not want to take up any more time. 

The CuatrmMan. Do you have any questions, Senator Smith? i 

Senator Smiru. Mr. Smith, at the conference on the foreign eco- : 
nomic aspects of United States security, you said that ICA hak found i 
69 identifiable complaints among criticisms of the program and that : 
4 of these were justified. Will you please make available to the com- 
mittee an analysis of these complaints ? 

Mr. Smiru. Yes, we will furnish that to the committee. 

(The information referred to is printed as “International Coop- 
eration Administration Replies to Criticisms of the Foreign Aid Pro- 

ram,” March 14, 1958, committee print, Committee on Foreign Af- 
airs, House of Representatives. ) 

The CuatrMan. Have you some questions, Mr. Sparkman ? 
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BREAKDOWN OF MUTUAL SECURITY COMPONENTS 


Senator SparKMAN. Yes, sir. 

Mr. Smith, first I want to ask you a question based on the question 
Senator Wiley just asked and your answer to it. I understood you 
to say that this program requested contains $1.9 billion economic and 
$2 billion military. As a matter of fact, if you put the defense a 
oe where I think it ag belongs, with the military, you actually 

ave $2.635 billion military. Is that not right? 

Mr. Smiru. If you move defense support over into the military-—— 

Senator Sparkman. It is for defense, is it not ? 

Mr. Smiru. I would say it was the result of defense requirements. 

Senator Sparkman. It is a program which we would not be en- 
gaged in, most likely, if it were not for our military connections with 
those particular countries. 

Mr. Smiru. Yes; that is correct. 

Senator Sparkman. I think that is an important point, and I think 
the country ought to know it. That is the reason I picked this up, 
because you put that over in the economic, and I do not think it be- 
longs there. 

It seems to me that the proper way to explain this measure is to 
say there is $2.635 billion in military, and if my figures are right it 
only leaves $1.265 billion for economic aid, and practically half of 
that is a loan fund. 

Mr. Smiru. That is right. 

Senator SparKMAN. $625 million; is that not right ? 

Mr. Smirn. Yes. That is a very good breakdown you have given. 

Senator Sparkman. Is the point 4 program $142 million? Do I 
remember that correctly ? 

Mr. Smiru. The bilateral United States program is $142 million. 

Senator Sparkman. Yes; the technical assistance or point 4, what- 
ever you call it. 

There is the $212 million special assistance program, then, which the 
President handles. 

Mr. Smiru. Yes. 

Senator SparkMaNn. Then there is a $200 million contingent fund 
which goes to the President. 

Then the little bit which is left is primarily for the United Nations 
and international organizations. 

Is that not the breakdown ? 

Mr. Smiru. Yes, sir; that is correct. 

Senator SparKMAN. I cannot help believing that in the past we have 
made a bad mistake, and I think we are projecting it forward at the 

resent time, in not separating the military and the economic clearly, 
cause I think there are too many people in this country who still 
think of this as a handout, a giveaway; and they do it, first of all, 
because the term “foreign aid” is a misnomer, as I see it and as I under- 
stand the program. But I do not want to spend any more time on 
that. 
EXCHANGE RATES 


I want to ask this question of both of you: Did you by any chance 
happen to see a report which I made to the Foreign Relations Com- 
mittee on December 31, relating to a trip I made through the Far East 
and southeast Asia ? 
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Mr. Smiru. Yes, sir; I did. 

Senator SparkMAN. I wanted particularly at this time to call your 
attention to one subject I discussed, found on page 11 of that report, 
which relates to exchange rates. 

We had this matter before us last year, I remember, and in the spe- 
cial study this committee had conducted prior to our consideration of 
the program last year, Mr. Clement Johnston particularly called 
attention to some wide variations with reference to exchange rates. 

I remember one he mentioned was Vietnam. I understand Mr. 
Barrows, from Vietnam, has been here, but he has gone. I wish he 
were here now. I would like to ask him about that exchange rate. 

But is anything being done with reference to these exchange rates 
in the several countries where there is this wide difference? 

Mr. Smirn. Mr. Barrows will be here and will testify on this, as 
I understand it, in a subsequent hearing before your committee, I 
think it is tomorrow, and will go into this in more detail. 

Senator Sparkman. Unfortunately, I will not be here tomorrow, 
but, Mr. Chairman, I hope Mr. Barrows will be asked about that. 

The only reason I mention him is because Vietnam was one country 
which was particularly pointed out. 

The Cuatrman. If you will leave your questions with me, I will 
see that they are asked. 

Senator SpaRKMAN. You have my proxy to present those questions. 
The reporter can give them to you. I do not have them written down. 
But I simply wanted to ask about this exchange rate problem, par- 
ticularly in Vietnam, but I think it is prevalent in other countries, too, 
and I think it is something on which we ought to have a clear under- 
standing. 

Mr. a This is one of the most difficult problems we have, and 
I appreciate your particular interest in it, Senator, and we look for- 
ward to spelling it out more succinctly tomorrow. 


MONEY IN THE PIPELINE 


Senator SparkMAN. Here is a question I want to ask. It may have 
been discussed already, but I know when Secretary Dulles was testi- 
fying before our committee he referred to the necessity of keeping the 
Pipe ines supplied. 

What would be the effect if this year, at a time when we are hard 
pushed in this country, we went on and furnished the equipment 
and supplies which are necessary but did it in part by drawing on 
the pinetine, thereby being able to cut down the new appropriations ? 

I realize that probably would be a temporary thing which would 
= to be made up later, but I just wonder if you might discuss 
that. 

Mr. Ditton. Senator, I think I would like to answer that, because 
it applies also to the military assistance. 

— SparkKMAN. Probably even more heavily than it does to the 
other. 

Mr. Ditton. Even more heavily. 

Our present request of $1.8 billion for military assistance con- 
templates drawing on the pipeline to the extent of about $400 million, 
ae the military contemplate the expenditure next year of about 

.2 billion. 
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After that drawdown, the pipeline, the military pipeline, will be 
down to about $3 billion. That is a reduction from its high point of 
over $8 billion in about 1953. 

The military tell us, and I think an examination of the type of 
things which they procure would indicate their information is ac- 
curate, that they cannot reduce their pipeline much below $3 billion, 
if at all, and maintain a program of the size they think is necessary, 
which would be in the future years about $2 billion, somewhat less 
than the $2.2 billion which they contemplate spending next year. 

So, therefore, if we drew down the pipeline any further in the 
military assistance program, the result would be that, while we could 
fill it up later, there would inevitably be a gap a year or two from 
now when material would not be available because the pipeline would 
have been allowed to run down and then had to be refilled. 

So it would mean that we would not be able to maintain a steady 
program. 

In the economic parts of the program, I think the same thing applies. 
We will have by the end of the year drawn down the defense support 
pipelines by about $300 million to a total of maybe slightly over or 
around $850 million; and given time required to program the new 
funds after they are allotted and make arrangements with the various 
countries concerned, it has been the experience of the ICA that that 
cannot be reduced unless there is going to be a real reduction in the 
program. 

So I think the answer to your question is that we have had this in 
mind. We are making or planning a reduction in the military assist- 
ance pipeline, which is the reason why our request this year is $400 
million less than it would have been otherwise. 

But any additional cuts in the pipeline are not possible without 
equivalent reductions in what we actually deliver to the countries 
concerned. 

Senator Sparkman. I saw an item in the paper a couple of months 
ago to the effect that a problem had arisen regarding some equipment, 
armaments, that had been furnished the United Kingdom that they 
no longer needed, and under the terms of our agreement they were 
supposed to return it and the United States didn’t want it back, so 
the question probably came up as to what would be done about it. 

But the thing that is a little disturbing to me is the statement that a 
lot of the equipment had never been removed from its crates. 

If there is much of that, I wonder if it wouldn’t be good to draw 
down the pipeline to get out the equipment that may be obsolescent or 
obsolete ? 

Mr. Drtxo0n. I saw that article in the press, too. We would be glad 
to look into that and submit for the record a statement on it, but my 
understanding is that the bulk of that was old World War IT equip- 
ment which the British had not found it necessary to use, and that it 
was not any of the type of material we are delivering under the mili- 
tary assistance program. 

ne other thing we should bear in mind, and that is to the extent 
that we might go further and cut down the pipeline. This would, 
as I say, have the effect of reducing deliveries abroad. It would also 
have the effect of reducing new orders in the United States, which 
would have an immediate and direct effect on employment in the 
United States. 
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(The information referred to is as follows:) 


Question raised by Senator Sparkman concerning press stories of surplus MAP 
equipment lying around in the United Kingdom, some of which was in original 
erates and had never been used. 

Answer. Substantial materiel is being returned to United States disposal depots 
in the United Kingdom. However, no specific cases are known where unused 
materiel is being returned in original crates for disposal. 

Materiel declared surplus by the United Kingdom has served the useful purpose 
for which it was intended, and, because of certain conditions, such as attrition, 
force adjustments, and obsolescence, no longer remains a military requirement for 
that country. The return of this materiel is in conformity with legislation, a 
bilateral agreement with the United Kingdom, and Department of Defense 
directives. Thus, the “dumping back in our laps” is not a result of misman- 
agement, but, rather, the effect of returning surplus materiel in order that it 
may be put to its best use. This is accomplished by redistribution to other coun- 
tries, if economically feasible, or by sale. 

Senator SparkMaAn. All right, Mr. Chairman, my time is up. 


The Carman. Senator Knowland. 
PUBLIC DEBT OF COUNTRIES RECEIVING UNITED STATES AID 


Senator Know.anp. Mr. Chairman, I have to get to the floor so 
I won’t pursue the matter, except that I would like to have presented to 
us—some of the information can be presented for our public record; 
some may perhaps have to be presented for the executive record—for 
each of the countries which receives either military or economic assist- 
ance under the program being presented to the Congress, figures on 
their public debt. I want to know what their per capita debt amounts 
to, what their corporate tax rate structure may be. I would also like 
to have information relative to the dollar, gold, sterling, and other 
reserves that they have. . 

(The information referred to is as follows :) 


Public debt and foreign exchange holdings of countries with proposed mutual 
security programs 




















EUROPE 
Gross public debt outstanding Gold and 
_| short-term 
dollar 
Country Total assets 
Date Total Per capita jas a per-| (millions, 
(millions) | (dollars) | cent of | Nov. 30, 
GNP 1957) 
a a ts aici sbenaaings Dec. 31, 1957 $418.0 $59. 84 9 $444 
Belgium-Luxembourg. -------------------- ins Ana 6, 274. 0 675. 35 57 1, 146 
pO ener he 579.0 262. 59 30 () 
ins 5 sin ince s a kek Retna on eee eee Lapa maton 1,341.9 295. 7! 31 131 
Big anpnotiann cen Jcdeedberansdemanbns Dee. 31, 1957 15, 888. 0 361. 50 33 945 
Germany (Federal Republic)... ....-------- Mar. 31, 1957 5, 000. 0 98. 82 ll 4, 123 
a aE a Ness ana e Sotsired wikis dam tad Dee. 31, 1956 23.0 142. 86 8 4 
a vn cdhcuadudaiaansacamedease .---| June 30, 1957 8, 275. 0 171. 38 35 1, 423 
er waickist -| Dee. 31, 1956 4, 858. 0 446. 18 59 1,011 
i icdnckco~Rbcaiedinasiiasnnaua ..--| June 30, 1957 1, 143.0 329. 30 31 141 
ins Sensdcicwes manwab’ atta este auaceighhies Dee. 31, 1956 407.6 46. 12 21 642 
ae. sell aaa eine wll les Sled a it an Sol waein Sfapin and pos cddacienn 3, 507.0 119. 18 35 116 
po OE ae ee ee Mar. 31, 1957 75, 240. 0 1, 462. 50 130 2 2,273 
po RE a ee eer eens ede (4) () ( () 30 





1 Not available. 
2 As of Dec. 31, 1957. 
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Public debt and foreign exchange holdings of countries with proposed mutual 
security programs—Continued 





AFRICA 
Gross public debt outstanding 
Country 
Total Per capita | asa millions 
Date (millions) | (dollars) per- ec. 31, 
cent of 1957) 
GNP 
ER ieseth orden areshanadingusthheagesee Sept. 10, 1956 $46.9 $2. 93 () 1 $65.0 
SL 5. dang Godin ddnckubnosdnenbuns June 30, 1957 32.0 6.77 4.5 (2) 
EN SEER ST OE rT ee Dec. 31, 1956 10.9 10. 86 10.0 324.0 
Libya. .------------------------------------ (2) (2) (2) $4.0 
ia cilnu ace cacweiee naiaanwcwadnnduee Dec. 31, 1956 430.0 50. 00 23.0 4 37.0 
RING deine ccencuskneceascuscensiana (2) @) (2) Q) 
a hia i ah anion Ancien Mar. 31, 1956 252. 0 7. 20 57.0 30.5 
1 State bank only. 
2 Not available. 


3 Short-term United States dollar assets as of Dec. 31, 1956. 
4 Gold and short-term dollar assets as of Dec. 31, 1956. 


NEAR EAST AND SOUTH ASIA 

















Gross public debt outstanding 
Foreign 
exchange 
Country reserves 
Total Per capita | asa millions 
Date (millions) | (dollars) per- ec. 31, 
cent of 1957) 
GNP 
dh odbpsdhdenigatath bas teebheo’ Mar. 20, 1956 $73.0 $5. 84 12.0 1 $52 
tela tosses Relate hah alk a te Sept. 30, 1957 264.3 29. 04 24.0 220 
wetee Dec. 31, 1957 215.0 25. 00 8.1 205 
.-| Mar. 31, 1957 7, 720.0 19. 95 29.0 847 
.---| Mar. 21, 1957 352. 7 17. 72 14.0 225 
aieses 2 2) (?) (?) 275 
almicat Mar. 31, 1957 817.0 447.18 58.0 94 
anoemeesiee 2) () (@) () 97 
dtiticipnbebpthetuk>aadadwce Dec. 31, 1956 4.2 2.90 1 100 
PA thicb Edn da be nnieientiee bun baetemninet (2) (2) (?) 2) 
fe Seta kaknah meee EE mmm mmS Mar. 31, 1956 727.0 8. 82 17.0 3200 
bane nac nea entieeihmeneSienha inet (2) (?) (?) (® 
Fait chain cele aacalip a ar edrecuritranlle aaah uel icanina at 3 (2) (2) (2) 83 
|r ctr perce ee ee RR! Feb. 28, 1956 761.0 31. 58 10.0 311 
bbedhasusadacamcncnthenemevepdchusess @) (?) (?) (2) 
1 As of Dec. 31, 1956, 
1 Not available. 
3 Issue Department of Central Bank. 
FAR EAST 
Gross public debt outstanding 
Foreign 
exchange 
Country Total | reserves 
Total Per capita | asa (millions 
Date (millions) | (dollars) per- Dee. 31, 
cent of 1957) 
GNP 
Sept. 30, 1955 $244 $12. 58 24 1 $92 
3 (2) (2) (2) 
(2) (2) () 
Dec. 31, 1957 1, 816 21.29 22 3 281 
Mar. 31, 1956 2, 694 30. 24 12 1,075 
June 30, 1955 138 6. 51 6 106 
(?) i) (?) (2) 4 42 
June 30, 1957 559 23. 99 ll 175 
Dec. 31, 1957 378 17.91 19 4 326 
(?) () (2) () 145 








1 As of November 30. 
2 Not available. 

3 As of October 31. 

¢ Central Bank only. 
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Public debt and foreign exchange holdings of countries with proposed mutual 
security programs—Continued 


LATIN AMERICA 





Gross public debt outstanding 
Foreign 
exchange 
Country Total | reserves 
Total Per capita | asa (millions 
Date (millions) (dollars) per- Dee. 31, 





DR dicts nniniaianionrdee eal Dee. 31, 1955 $3, 199.0 $167. 33 39. 1 $320 
Bolivia-___- Pee aa Satin cinema el Dee. 31, 1956 2 176.0 . 40 () 4 
atk dithnsdtaavanusadwecaieeesinddanes (3) (3) () (3) 500 
CR arty isin Sere kSead oe caesact sarees Q@ (3) (3) (3) 60 
acne daridiiesienahdlasat nia eile Dec. 31, 1956 4148.0 11. 44 6.0 200 
— Nuk ad cebid oanteatdastek eas deeb Dee. 31, 1956 62.0 62. 75 23.0 17 
et nie ela akabdep eek nn aa core apne June 30, 1 704.0 111. 13 27.0 500 

Dominican a Lita Su Bwasavasaniawncks Bemabanaimabdas Pek «Sk ake kass Bien amen = mewn 49 
Ecuador. wisn seep ince lhe dts lohan RT 66.0 17.39 9.0 139 
E] Salvador_.__._- eiltan tata cia ecm eee Dee. 31, 1955 11.2 5.11 2.0 46 
I ond ott. nda cedeyagnetaeseeae June 30, 1957 65. 0 19. 12 9.0 79 
PT the did ews hikCenwiandedicansmctlenta Sept. 30, 1955 48.6 14. 70 18.0 3 
"EE ee ee eee Dee. 31, 1956 13.8 8. 07 4.0 17 
nad aaehinmininae sah iacedae Dee. 31, 1955 481.0 16. 21 7.0 500 
Ps 6 5200 oo ot Oc ee eo June 30, 1955 5.0 4.08 2.0 6 
insu ghlecdesieiechadh sts iestnaidl kk aden dacs alee Dee. 31, 1956 53.0 56. 75 19.0 38 
Paraguay - - rina ig ub ie in sina asain Dec. 31, 1955 13.8 8. 82 7.0 112 
Ci adaectendncshewnkaddateasdennatatna Dec. 31, 1954 174.0 18. 89 13.0 5 
Uruguay --_- - Dee. 31, 1955 606. 0 231. 74 39. 0 164 
RO a aa ard oad RR Dee. 31, 1956 8.0 1.34 0.1 1, 400 

1 Central Bank only. 

2 8,500 bol. =$1. 

3 Not available. 


45 pesos=$1. 
§ Debt paid off in August 1953. 
CorPORATE TAx RATES IN COUNTRIES WITH MUTUAL SECURITY PROGRAMS 


A comparison of corporate tax rates among a number of countries involves 
go many varying tax structures and so many special situations that it is neces- 
sary to make some assumptions in order to achieve meaningful and equitable 
comparisons. A comprehensive study has been prepared by the United States 
Department of Commerce, which computes the effective rate of net income taxes 
applicable to business corporations that are subsidiaries of the United States 
corporations. This is considered to be the most satisfactory basis for intercoun- 
try comparisons. A detailed list of assumptions is presented in the general note 
below: 
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Effective taw rates as percent of corporate net income 


Country Percent Country Percent 
IEE LAE LOOT TT sce ansnecoencm 63. 00 
No catgreices omnecarern cs ccreet> I Cash escitsabtonsemenisentiandbonmncianctvtnes 41.10 
I hice nti ZC oe ee n,n i Se 52. 00 
Ee eeeibeiiccmemnenckeas pe IN ee ce 35. 00 
irik det iceipieiccinnicen re rN ices Ra 44. 60 
Ce BS, semen Eine Uf) Oa 46. 50 
i rch Siotianate ci ariiink cece somanes RN Se 1 SUTIN ic iceicsaschewesims nites nissan 13. 00 
CL Si ieee enn eee re ee 47. 50 
Cott MitRicwnccesiemisiccsancnn 1G Pe ON Sosa a os ccecaate 64. 20 
EE ae a a ey eID 6s tries 26. 00 
Dominican Republic______---_-- ey se 19. 00 
I gt cocteccrehseenedetendocschimm egies Ns oc acer insipen sain vesenie 42. 80 
PONT OO0? a... dh hentia ese Pe OB ore ewe 41. 24 
NS ae 31.00 | Federation of Rhodesia and Ny- 
TN has et seeennsnbicasenmcnions 53. 70 DR rcicicnie ese. oinnteasinbacnadtongs 87. 50 
ernaney enc ntdbban CO | ee 34. 00 
idle iecakk Sc ee oa acidenihdoasabe ncoied a eect enk oma 51. 00 
BOR cain cs nt Biidierinicduniinns DI a cic saies sic cchiciaelin ties ttn ecient 40. 00 
ereate eS oe 3 ok SON IR Seats tas atneaplniienis mini marese 48. 40 
NE ict encdeensdnmeare acide oat ss sac leno 30. 00 
TN is isi sia ssi ic etirccticiminn Se AN inincirenineietsin tecnica chalet eens ewesin 23. 50 
Beeb aah tie ote connate 58.00 /omicea Bingdom............... 45. 50 
TE ss sicininctictciilipca ede Sacg aii nia aR Si I enenticnipennonn matennsi 75. 00 
PN oiiwct bh hicnidatcnnnboltoans 80.'60 | Veneruela._._........... ....- satiate l 22. 50 


GENERAL NOTE 


A comparison of income taxes of a group of nations can never be completely 
equitable because of a number of factors such as the following: (1) a presenta- 
tion of tax rates cannot show the shadings of those taxes by provisions for 
exemptions and deductions; (2) in choosing to compare general corporate rates 
there may be aberrations because some of the systems are aimed at placing the 
tax burden on a small segment of the corporate-tax-paying group (e. g., petro- 
leum companies in Saudi Arabia and Venezuela; copper companies in Chile) or 
because certain industries are favored taxwise if they are not organized as 
corporations (e. g., agricultural businesses in Chile escape a 25-percent category 
rate if not organized as corporations) ; (3) many income-tax systems have a 
normal tax table which is both proportional and progressive so that the overall 
effective rate on any realistic income figure may range from 10 or 15 percent to 
40 or 50 percent. At the same time there may be an excess-profits tax, the 
rates of which depend upon a relationship between business capital and the 
profits of the business, sometimes attended by a right for the taxpayer to declare 
whatever capital he wishes upon payment of a low-rate capital tax (e. g., Cuba) ; 
and (4) it is impossible to evaluate the degree of enforcement of the tax law. 

Because of these and other factors, the income-tax rates used to prepare the 
above table are based on the following assumptions: (1) all countries have the 
same, or almost the same, deductions and exemptions; (2) the rate given is the 
one applicable to subsidiary business corporations generally (wholly owned by 
United States corporation) ; (8) where there is a proportional and progressive 
normal tax table, the rate given will be based on the highest overall effective 
rate applicable to an amount of income which a United States corporation could 
be expected to earn on a fair-sized investment (e. g., Mexico’s rates range from 
3.8 percent on the first $33 of net taxable to 39 percent on all income over 
$166,000—the overall effective rate for the latter level is approximately 30 per- 
cent and that is the rate presented for that tax; (4) where there is an excess- 
profits tax based on a relationship to capital, and the taxpayer can avoid that 
tax by paying an arbitrary but smaller capital tax or by paying a lower alterna- 
tive income tax by revaluing assets, the amount of that lower alternative tax is 
included in place of the excess-profits tax. Where capital cannot be varied, and 
the EPT rates are proportional and progressive, it will be assumed that the tax- 
payer has earned 40 percent on his capital and the overall effective EPT rate 
applicable thereto will be used; (5) it will be assumed that there is “letter-of- 
the-law enforcement”; (6) all corporate profits after payment of taxes are 
declared as dividends; and (7) overall rates presented in this table will include 
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a dividend tax and/or a tax on withdrawal of dividends and profits, if such 
taxes apply. 


UNEXPENDED AND UNOBLIGATED BALANCES 


Senator Knownanp. Next, I would like to know what the unex- 
pended balances are in both the economic and the military aid phase 
of the program. We have been discussing some of the pipeline, but 
I want it broken down into both the anobieesed and the unexpended 
balances so that we will have the specific figures on both the economic 
and on the military. 

(The unclassified portion of the information referred to is as 
follows :) 


Mutual security program—Estimated undelivered-unexrpended and unobligated 
balances as. of June 30, 1958 


RECAPITULATION 
[In thousands of dollars] 





























Military Economic Total 
assistance: assistance: assistance: 
Area and country Estimated Estimated Estimated 
undelivered- | unexpended | undelivered- 
unexpended, balance, unexpended, 
June 30, 1958 | June 30, 1958 | June 30, 1958 
DD sii woke eke tihsin keh seeeee sna sana cetidiadaeemian tad 782, 829 70, 504 853, 333 
SER casket net cdigahhaisenGaanuhamcasueendtaldindemaees 7, 182 65, 400 72, 582 
EE ns GHEE UIE iid hc Ganitteneeesbinenwasawksnaheall 532, 622 1 467, 529 1, 000, 151 
TE og Dog dc heh aildn eae ele ad in nnecnat ine mais mimeo 684, 722 2 785, 932 1, 470, 654 
I ore oeiead hdc oa ctitnnnsacbecieiehaooumminkile 46, 499 65, 468 111, 967 
Nonregional- - - -.----- sTkae esc tsi Soka Sk oom pee eae bse eke aeeel 1, 254, 202 3 380, 657 1, 634, 859 
URINE UI HII onic od easanninnawnbaemineennaceminne OEE S ciceannsiicdairantale —21, 973 : 
MES cSt aac glen oan es ae aR ae claaedia de 3, 286, 083 1, 835, 490 5, 121, 573 } 
Adjustments of deliveries to an expenditure basis-_-_........-- FO Gi iencaccaceas 73, 419 | 
III. bbc cwnbadndcssicinankensiaeneenns 3, 359, 502 1, 835, 490 5, 194, 992 
I Sarat n boils ot ea Pn acineccinoncdinnghnemnaeinne 4—25, 000 —111, 641 —136, 641 
Total unliquidated obligations_-_-_-............--..------ 3, 334, 502 1, 723, 849 5, 058, 351 ; 
i oe heen oe chsh den ccbacenadtnndemieea 782, 829 70, 504 853, 333 : 
I a ccctitinias noncwacadwkie vines easeasbanaceneeawe (5) canary (5) 
A indo didn tencnbboenenennaaseeene MOEA Rvicestiatanceeemcnes 21, 175 
MES pi ndalig@s tierduny= 09. c0sceqnkneekccepeiacenesaeaind 7, 893 7,8 
PENNER alate tnt oniccenaccdhba hase divs cengiageteeme WEIN bonassisincnetoncecel 42, 629 } 
is, Sere i etnaxackhiesstesbbahbacwtaakes 125, 016 4, 200 129, 216 ' 
Peaeral Reoubrs of Germany... 2.05. enesseseencscecnsel eee (5) . 
MR iiinticteehncdakencdsdsdentiinnnanebcdkussaieesmeeninbeniteaaane 6, 111 6, 111 oy 
PON a ok i ia wna sccacns. cokcdawacccacwsdswnuscon sees fone thenceetiamialesssaaene saa it 
id a ans acumen aie amine CRA Basiaretieetnee 69, 315 ; 
no Seance a cee See. cla rea 43,314 
PE red chalk, cores ena hiaban eet ond ae 55, 159 300 55, 459 ; 
OS tn coc griein da dsnakatinadedd nina secs es 20, 605 Sincbin 20, 605 
is cdc vitaemtnesa 128, 651 41, 800 170, 451 
Res voici owe dec cuncnndaciarivedsabe sakweunas Sauaise a tae s iomieiisaa senlaamakaaee anda 
United Kingdom... SN, ieee ee 131, 616 
Yugoslavia. -.....-- 57, 989 (5) 5 
EINE OUT 6c os icin ntiademmnckcgwastamalan aGisnn bean tS auene ie mae tae nee seein cat t 
DEORE COCTIGRT GRETIIIG 5.6. a on ods onan nndineeeterixeckennnanen 1, 800 1, 800 ; 
eeeonien wand Gndptribed ai ns eS ccc nen locas sn uesanennteogasedennsaealeamteaeraeeee 5 
ES a ar ea 7, 182 65, 400 72, 582 
eins dadcneetkigiudsavdpeonniadeekasatpaneasueeees (5) (5) (5) 
Ce. inn dtnnwn Sew eabecte cane saa uec ean aswetee subeeae wade amneen 800 800 
MN ai iets: indian ing rc coed vento Sci as Sins a “i 2, 000 2, 000 
ett inc bey asince adn ckaucwwantenee au madeecenaeeaecd (5) 10, 800 (5) 
I ihc. Sain i nice abe ae eae cclee ae ann aero hnn Ebene aae ae (5) (5) 
IN i Sd i ctu bene Decne uate means maid baste akira aia (5) (5) 
US hte sc oa Sn od cele eMac Goes walk caaiers ese sae (5) (5) 
PONE GUNTINON Neo in dora faa candnonnnacansacenessiuaetapeuaweees 2, 200 2, 200 } 


1 Includes $3,928 unobligated for Palestine Refugee Program. 
2 Includes $7,595 unobligated for President’s Fund for Asian Economic Development. 
3 Includes $100,118 unobligated for Development Loan Fund. 


; a iat for obligation through Dec. 31, 1958, and is expected to be fully obligated before that date. 
ass a 
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Mutual security program—Estimated undelivered-unexpended and unobligated 
balances as of June 30, 1958—Continued 





RECAPITULATION 
[In thousands of dollars] 
Military Economic Total 
assistance: | assistance: | assistance: 
Area and country Estimated | Estimated | Estimated 
undelivered- | unexpended | undelivered- 
unexpended. lance, unexpended, 
June 30, 1958 | June 30, 1958 | June 30, 1958 
467, 529 1, 000, 151 
(5 (°) 
6, 059 6, 059 
13, 086 1 
3, 695 112, 210 
61, 225 61, 
46, 093 (5) 
1, 850 (8) 
6, 330 6, 330 
5) (5) 
12, 453 (5) 
6, 505 6, 505 
118, 095 (5) 
24, 400 (8) 
(®) (°) 
86, 544 ’ 
(5) ® 
6, 428 6, 428 
615, 15, 626 
785, 932 1, 470, 654 
11, 700 (8) 
, 593 (8) 
86, 035 (8) 
1, 310 (5) 
30, 199 30, 199 
2,770 (5) 
, 200 (5) 
(5) (5) 
25, 828 (5) 
46, 151 (5) 
188, 250 (5) 
434 
88, 677 88, 677 
65, 468 111, 967 
275 275 
() (5) 
4, 996 (5) 
2, 883 (°) 
1, 470 (8) 
812 81 
410 (5) 
50 (5) 
1, 362 (5) 
517 517 
13, 037 (3) 
(5) 
1,151 (8) 
584 
516 (5) 





6 Classified. 
* Near East and south Asia regional and undistributed: 


Expendi- | Unliquidated 





tures obligations 
oo NR Be. 22. SaddcapeeneleaubawiWienchenceauses ae 
i isis cu npidnwtdiatdneadahcnausebindinnidedwddéen WAM Licnawsdemeeces 
Ooh nadaibnomummadd 577 $12, 170 
ee eee 10, 733 3, 006 
LEG adaG chWweieae WV ciekatcncdnedevaurescsdasdnncnneccdss 800 450 


Cee ie da bueaieneiiond 30, 110 15, 626 
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Mutual security program—Estimated undelivered-unexpended and unobligated 
balances as of June 30, 1958—Continued 


| 
| 
| 
| 
| 
| 
| 
I 
| 
} 

















RECAPITULATION 
[In thousands of dollars] 
Military Economic Total | 
assistance: assistance: assistance: | 
Area and country Estimated Estimated Estimated 
undelivered- | unexpended ee 
unexpended, balance, xpended, 
June 30, 1958 | June 30, 1958 June 30 30, 1958 
Latin America: | 
‘anama. .-__- So daeh Kc deena ik ate eeRedaninas jg eee 654 654 
IG dain disor ones ein msnencewecasseesucecansintavenlvaanqsaeacewes 1,044 1, 044 | 
Pa dik acicncdaubastebadaebadinneanamny aaclauaeen aaaeiiiee (5) 2, 157 (5) 
BN ad aianinccacaaddsidaambencnduchoadete asa weann (5) 176 (3) 
Wah tnndacesdaedas JiciatinasaienaGahhvenatamundnteacee an aaee 30 
SNE Ns wicccdtidinintinamedsiasiindacietaennies saelnbenaed Claud 115 115 
SE CID ooo carina swancuntentannecaciersosnuuseal ein some iam 91 91 
Nee on bc atknasctdienensbdeipincatiiainntonremstion SEER aaa Goat 143 143 
I ele nnecdnca res ddeaddnaanandcepaaiwihwanemani knees iipaisiiel 198 198 
PEE Gtk EOIN «oan ne ecnndancucdscnwasenantevebsenleugeed 7 12, 956 12, 956 
Oreanisation of Amorionn States. ...........cnnccconnnasucenlacostuencecsen 998 998 
Anticipated recovery of prior year ‘funds included in 
QOURETY POOGINIID.... 0.5 oars ti ccccccecccascccgintennconssneaudopanmceee —500 —500 
PII 5 ith thn san ek as ns ow ediea been nen nena 1, 254, 202 380, 657 1, 634, 859 
Military assistance: 
Special materiel programs: 
War ae Vere POONTOM.... . 2.25 occ cone nicnese CRP 16205255 98, 959 
EE itera sscdandussveenos nathial GP Beccccceees 510, 403 
Mi ooo SS, ee Fa hot cite 75, 281 
Packing, crating, handling, and transportation-__- |} 2 ae ee 35, 230 
Repair and rehabilitation. -_.............--------- i, FONE Braiendantesenit 16, 196 
TIE CE TCE isco nici cin ences swe faci cc cunedhdeelsuseessdeas sus luesedetennemen 
Cost-sharing programs: 
Foreign military facilities assistance._._.- alee a a acai e 65, 147 
yy} ese |. ae 130, 509 
International Military Headquarters-.........-..~- 2p PE atiecd senate . 733 
Mutual weapons development program. ------..-- GROG sna exe ewace 88, 174 
Other noncountry programs: : 
Do cnneadeuaaccibeminchestensakeee Ei late 6, 463 | 
Military sales and loans.............------------.- IG Ge Paves cae 143, 075 
SE ion oo nian a cqacnbenamdan basil Sa ee 411 
Overseas internal security...............---------- TRG ioc 10, 845 
I en a. tld cba wala inmoninie UA TR to evn 14, 382 
U.N N. logistic SUDONE 1 OCC coi isin s sacesene-sccdacdadubeyeeendeneeuelens eee ecaae 
IIR ec uids:ctsni than onddences ceases DRG Vowcnscnacsional 55, 394 
5 Classified. 
1 Latin America regional and undistributed: 
Expenditures} Unliquidated 
obligations 
I 0 oo cs ob coco lnenenaeen demons SO Ens eoce ce 
ob oacienteeictnbivtadasetciasbeocnbeapaskiesks 25 $475 
ONG SINE SIND ao ni dacuvata~nnkscnsdepenneubawnnnne 2, 700 10, 150 { 
Regional technical cooperation projects---.-.........-.---.-------------- 10, 427 ‘ t 
FE I oii ane cenendienicnarclns dares aindsusisuamboukeunnknepmaind (*) (*) : 
ice cdl iclngptheata a eichan cecit pidalinintaaaeom aad 14, 802 12, 956 
* Classified. 3 


en 


eet eee 
arcana aisle 
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Mutual security program—LEstimated undelivered-unexpended and unobligated 
balances as of June 30, 1958—Continued 


RECAPITULATION 
[In thousands of dollars] 
Military Economic Total 
assistance: assistance: assistance: 
Area and country Estimated Estimated | Estimated 


undelivered- | unexpended | undelivered- 
unexpended, balance, unexpended, 
June 30, 1958 | June 30, 1958 | June 30, 1958 








Nonregional: 
Economic assistance; § 
I oe i ine minions 290, 118 290, 118 
Technical cooperation: | 
U. N. expanded technical assistance program. ..._|..........---- 9, 500 9, 500 
a a nba balsa nwhinicanenesis 5, 000 5, 000 
Contingency fund Cugreenne) eed a Rea catie oy 55, 797 55, 797 
Migrants, refugees, escapees: 
Intergovernmental Commission for European 
ig ol aninamawainic ane 5, 500 5, 500 
U. N. High Commissioner ns 5 etagets. ee ceN nn wcaquengteadseseeee aie Lr SO alsa 
United States escapee progr Week nena ted aeddes 1, 800 1, 800 
Hungarian, A 7. and E Egyptian refugees apie liste e eke vista 10, 700 10, 700 
i nn  csmelonwstmnnnsec™ 6, 775 6, 775 
Ocean freight (voluntary relief).......................|.......-..... 100 100 
i  awkestescneseedeceoe | 160 160 
Administrative expenses, ICA (sec. 411 (b))_...--.----|-------------- 5, 511 5, 511 
Administrative expenses, State (sec. 411 (c))- - biskias 3, 105 3, 105 
Deome ioe Penee meow... ......................... palehi 6, 100 6, 100 
ne. Met madd pinnwudennweeinaieniaas ete 9, 193 9, 193 
ee RS NE Ry a eee pd kde edimtoaeee 8, 900 8, 900 
iscellaneous prior year programs---_......_._.._-- catnadditsiontas 9§—37, 602 —37, 602 


8 Excludes investment guaranty program. 
* Nonregional—miscellaneous prior year programs: 


Expenditures | Unliquidated 











obligations 

Domestic and overseas travel___.........-...---- iterdilgawamaratpaae Ses |) Se 
is eeu wivin Waleidnie NerncnceldaiknndGiendea 18, 946 
IN is eis nisin anientiwiwnneedenlannaes so isieinaiean 
Special projects........-..----------.-. cheval Cha teidaba tlialipiavhiena alain 108 S 
enna Selamat ae eamaael Ldgintiendiclwhectitntdoee ven ccwtaceks BN ee rcceagaade 
Sugar subsidy wictis ic tecaktatnskidciieltaieeaeds sits 6, 424 $502 
Ocean freight, NS Serna TE Diiinicnnutacaee 
Basic and strategic materials __ Lithiierkiceschalndbicincaeelnmadatol 23, 024 
Defense Production Administration.........._..-.--.----------------- 14 ; 
Undistributed sec. 550 sales. iii se dike deh atpecnaguelaenoginie Minin mus aa 1, 435 - 
MDAP information program... ee teens etwas aac DE ais a caenakiae 
Undistributed OSP elie Ke Cacti ans cheb ee Ride wind aeeiataeaeae Ns ait Sina 
Coal revolving fund_______ pains waite siete da a I Benoni 
Undistributed IE Sit Fp dca dint cinctcnacheeeend acces a 38, 969 —38, 104 

ER Ache cae dade bandeinesenwedsunsewobiauniass eee ee | 143, 219 —37, 602 





AID TO POLAND 


Senator Knowtanp. And also, I would like with particular refer- 
ence to Poland, to have the last figures of the Polish budget which, 
according to the information I have received, showed an increase in 
their military budget figures of the equivalent of $80 million, and, 
as you know, they are a member of the Warsaw Pact and allie with 
the Soviet Union. The amount I cited by strange coincidence hap- 
pens to be almost the exact figure that we have advanced them in 
economic aid. 

So at least one deduction might be drawn, that by extending the 
economic aid to Communist Poland, a member of the Warsaw Pact 
and an ally of the Soviet Union, we have enabled them to expand their 
military budget with more facility by roughly the same equivalent. 





| 
| 
| 
| 
| 
| 





| 
| 
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Mr. Ditton. Mr. Chairman, could I make a comment on that last 
question on which I have the facts here and we will naturally supply 
the rest. 

The Cuarrman. Certainly. 

Mr. Ditton. The Polish 1958 budget does provide for an increase 
of some 2.2 billion zlotys in their military expenditures, which is the 
equivalent of about 92 million American dollars at the tourist rate of 
exchange, which we use in our transfers. 

That is closely similar to the amount of funds that we offered 
Poland, that we gave Poland in the form of commodities last year, 
which amounted to some $95 million. 

However, I would like to just make two comments about that. First, 
there has been an inflation going on in Poland and the budget of all 
the Polish departments has increased. 

Senator KNow.Lanp. We are not free from that problem ourselves. 

Mr. Ditton. That is correct. Approximately two-thirds of this 
increase represented such inflationary changes in price, and the per- 
centage of funds in the Polish budget devoted to defense purposes 
increased only one-half of 1 percent. 

Then, I would like to make one other comment and that is the need 
to help Poland become more independent—the real reason for which 
we gave them these funds were needs in foreign exchange. 

They needed to obtain particularly foods, which have helped them 
to liberalize considerably their agriculture and give greater freedom 
to their farmers. 

The funds they spent on their military defense budget were their 
own local currencies, which they used within Poland to pay their 
troops, and so forth, and those funds would undoubtedly have in- 
creased whether or not they had been able to receive this extra food 
because they could not have used local currency to purchase this food 
which we made available to them. 

So the connection, I think, happened by coincidence. There is no 
actual direct connection between the two. 

Senator Know1anp. Of course, on this there is quite an honest 
difference of opinion on the position which the administration has 
taken and on the position some of the others of us happen to have 
deep convictions on. The other side of the argument is that by being 
able to strengthen the military, it enables the Communist regime to 
keep a tighter hold on the Polish people, and otherwise they would 
have had to reduce the size of their military establishment and thereby 
the power of the Communist dictatorship which exists there. 

But there will be another forum in which that issue can be more 
fully discussed. That is all. I merely wanted to say that I am still 
not in favor of taking the money of the American taxpayer to finance 
Communist governments abroad, and I shall reiterate that both in 
the Appropriations Committee and on the floor of the Senate, as 
well as here when the markup comes. 


FRENCH PROGRAM TO RESTORE FINANCIAL STABILITY 


The Cratrman. I have two questions I was going to ask, but I have 
to go to the Senate floor and I don’t want to ask you to come back. 

I will leave them here and let you furnish the answers so that I 
can put them in the record. 
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First. On January 30, the United States, the European Payments 
Union, and the International Monetary Fund extended France various 
credits totaling $655 million. The official announcement of this action 
said it was taken “as a consequence of the adoption of the French pro- 
gram to restore financial stability.” What has been the progress of that 
pa to date? What are its prospects? To what extent can it 

said that through these credits the United States, the European 
Payments Union, and the International Monetary Fund are under- 
writing the French military activities in north Africa ? 

(The information referred to is as follows :) 


The French stabilization program referred to in the announcement of January 
30 consisted of two principal types of measures: (1) The French Parliament 
had adopted a calendar 1958 budget under which the overall deficit was to be 
reduced to 600 billion frances, or 40 percent below the previous level, and was 
to be covered by normal Treasury resources and the mobilization of savings; and 
(2) restrictions were to be placed on credit which would also contribute to 
reducing inflationary pressures. 

With regard to the budget, the French Government undertook to submit a 
quarterly report to Parliament reviewing progress under the program and 
setting forth an estimate of prospects for the remainder of the year. The first 
report was, however, to be submitted at the end of February, but this has been 
delayed. One reason for this undoubtedly is the problem that has faced the 
French Government in recent weeks in deciding how to finance certain increased 
military requirements this year without exceeding the budget ceiling. The 
Government has dealt with this problem by agreeing earlier this month on 
certain rectifications inside the military budget, while maintaining the overall 
amount at the original level. 

In the credit field, the National Credit Council early in February approved 
new measures aimed at limiting both short-term and medium-term lending by 
the commercial banking system to the private sector in France. Ceilings were 
established at 1957 levels on such credit advances, except in the case of exporter 
credits. The local currency resources or counterpart arising from the external 
assistance under the arrangements announced on January 30 will also be utilized 
by the French Government to finance medium-term housing and equipment 
credits for nationalized industries. 

All the evidence available to date points to the intention of the French Govern- 
ment to hold to its commitments in both the budget and credit fields, barring 
presently unforeseen developments. Given good crop conditions this year in 
France, and continuation of a reasonably favorable psychological climate, the 
French stabilization program has the elements necessary for success. 

With regard to underwriting French military expenditures in north Africa, 
the French have indicated their intention to finance the activities there within 
the budgetary ceilings they have established. None of the financial arrangements 
announced on January 30 was related to events in north Africa, and in the case 
of the agreement on military procurement, such sales were limited to the require- 
ments of French NATO units stationed in Europe. 


DEVELOPMENT LOAN FUND 


The CuarrmMan. 2. The presentation book (Worldwide Summary 
Statements, p. 89) shows that as of January 31 the Development Loan 
Fund had received loan proposals totaling $1,334 million. This total 
will undoubtedly increase substantially. Under the administration’s 
proposal, the Loan Fund will have available to it only $925 million 
through June 30, 1959. Will this be sufficient to meet the need ? 

(The information referred to is as follows :) 

Question. The presentation book (Worldwide Summary Statements, p. 89) 
shows that as of January 31, the Development Loan Fund had received loan 


proposals totaling $1,334 million. This total will undoubtedly increase sub- 
stantially. Under the administration’s proposal, the Loan Fund will have 
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available to it only $925 million through June 30, 1959. Will this be sufficient 
to meet the need? 

Answer. The Development Loan Fund now has under consideration (as of 
March 27) proposals totaling more than $1.8 billion. This total does not in- 
clude about $85 million no longer under consideration, many inquiries and 
applications for loans which are clearly outside the scope of the Fund, and 
many tentative proposals. Each of the proposals now under consideration 
appears to involve the type of activity, and is located in a geographic area, 
eligible for financing from the Development Loan Fund. Each, therefore, 
deserves serious review. 

It does not necessarily follow, however, that the entire $1.8 billion in pro- 
posals now under review, nor the additional $1 billion anticipated by the end of 
fiscal year 1959, will merit financing or require it by the end of that year. 
It will be some time before such judgments can be made in connection with 
many of these proposals. 

Before it is possible to make a reasonably firm appraisal of a proposal’s 
eligibility for financing by the Fund, information must be available to satisfy a 
number of controlling questions. The Development Loan Fund must, for ex- 
ample, have a sufficient factual basis for determining that a, proposal is tech- 
nically sound. Detailed engineering plans are often required. Initial proposals 
frequently are not accompanied by such supporting material. This deficiency is 
normally attributable to the fact that the prospective borrower is unwilling to 
undertake the time and expense required to develop the necessary details in 
the absence of an expression of interest, however tentative, by some financing 
institution. The Fund often finds it necessary, therefore, to ask a prospective 
borrower to develop his proposal further in a variety of ways in order to deter- 
mine whether a loan should be made. 

In addition to the supplementary material generally requested from the bor- 
rower, the Development Loan Fund must also develop, through other United 
States agencies in Washington and abroad, and through the government of the 
country in which the project would be located, information bearing on a pro- 
posal’s contribution to economic growth, its acceptability to the host govern- 
ment, the reliability of its management, etc. 

The effect of the information so developed may well be to throw the pro- 
posal’s eligibility open to question. We anticipate that some of the proposals 
now before the Fund will be rejected as technically unsound and that others will 
not materialize into loans because the borrower lacks ability to repay, because 
financing will be available from other sources, because it will not be possible to 
agree on terms, or for other reasons. 

It is therefore not possible at this time to estimate with any reasonable degree 
of accuracy the number and value of the proposals which will need financing by 
the end of fiscal year 1959. 

When the fiscal year 1959 funding needs of the Development Loan Fund were 
being formulated early last December, there were several considerations which 
influenced the executive branch decision to propose an appropriation of $625 
million rather than request, as it did last year, sufficient capitalization for the 
Fund to cover requirements for several years rather than just 1 year, or seek 
appropriation of the full $825 million now authorized but unappropriated (includ- 
ing the unappropriated $200 million authorized for appropriation in fiscal year 
1958). 

Last year the executive branch requested capitalization of the Development 
Loan Fund sufficient for 3 years, explaining that we felt an initial trial period 
of the Development Loan Fund was desirable before recommendations were 
submitted for any long-term financing arrangement. The Congress did not ap- 
prove this request but instead provided an appropriation of $300 million for the 
first year and an authorization for an appropriation of $625 million beginning 
in fiscal year 1959. The executive branch continues to believe that the fund 
should be financed in fiscal year 1959 within the limits of the 2-year financing 
which the Congress authorized. The need for changes, if any, in the presentiy 
authorized method of financing the fund can better be appraised after the results 
of the Fund’s operations during this initial 2-year period have been reviewed. 

In addition, the Fund did not foresee early last December the volume of 
proposals which, in fact, came in during the ensuing 34% months. We did esti- 
inate at that time that by the end of fiscal year 1958, $200 million of the Fund’s 
resources would be obligated and the remaining $100 million earmarked for 
specific loan proposals. At that time, we also estimated that an additional $500 
million would be obligated during fiscal year 1959 and another $225 million 
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earmarked for specific loan proposals. We have not to date concluded that 
these estimates should be revised upward. At the same time, we recognize that 
the unexpectedly large volume of proposals received during the past 344 months, 
and the volume now anticipated in the coming year, will probably include a 
larger amount of proposals which will prove to deserve financing than we 
originally forecast. Thus, the funds available to the Development Loan Fund 
in fiscal year 1959 may not be sufficient to enable it to encourage some prospec- 
tive borrowers, with apparently sound proposals, to initiate the detailed tech- 
nical and financial development and planning needed to establish eligibility for 
Development Loan Fund financing. 


The Cuarrman. I am very sorry but we are all due on the Senate 
floor. 
OBSOLETE EQUIPMENT PROGRAMED 


Senator Sparkman. Mr. Chairman, just let me ask a couple of ques- 

tions that they may present comments on later. 
First, on thig British arms matter, I wonder to what extent we are 

still suppl ing obsolescent equipment as a part of the arms program, 

if any, anc di would like to have a full discussion of that whole thing. 

I shall be very happy to receive this information. 

(The information referred to is as follows :) 


Question by Senator Sparkman. “I wonder to what extent we are still supply- 
ing obsolescent equipment as a part of the arms program. * * *” 

Answer. Department of Defense programing guidance provides. that 
“* * * items which are obsolete by United States standards will be recom- 
mended for programing only if they meet an operational requirement, are accept- 
able to the recipient, and provided necessary support can be assured. * * *” 

Defining as “obsolete by United States standards” those items which are not 
items of issue to United States troops or in the hands of United States troops, 
about $3 million of obsolete items are programed for fiscal year 1959 out of a 
total materiel program of approximately $1.3 billion. 

















EFFECT OF AID PROGRAMS ON KASHMIR DISPUTE 


Senator Sparkman. Secondly, and I will just mention this to you, I 
also made reference in my report on the Far East and southeast Asia 
to the fact that because of our aid programs to Pakistan and India, 
we were indirectly supporting the additional expense that is incurred 
by both those countries in the Kashmir dispute. 

I wish you would read that suggestion in the report and give some 
comment on that. 
(The information referred to is as follows:) 


Statement 


United States programs of aid to India and Pakistan are supporting substan- 
tial additional expenditures by the two Governments which are the result of their 
dispute over Kashmir. 


Comment 


In the case of United States aid to Pakistan, our efforts have been concen- 
trated, in the nonmilitary sphere, on strengthening the Pakistan economy and, in 
the military sphere, on easing the financial burden on Pakistan resulting from 
that country’s commitments to participate in the defense of the free world. 
Those commitments, including membership in the Baghdad Pact and in the 
Southeast Asia Treaty Organization, have placed a severe strain on Pakistan’s 
limited resources. Our program of military aid has been designed to lessen that 
strain. Our military assistance to Pakistan is extended on the explicit under- 
standing that its purpose is to create strength to resist the threat of Communist 
imperialism. 

In the case of United States aid to India, our assistance has been concentrated 
solely in nonmilitary fields. It could be argued that this may have made possible 
the diversion by the Government of India to military expenditures of funds it 
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would otherwise have spent for economic development. India’s program of mili- 
tary spending, however, has consisted, in great part, of modernization rather 
than expansion of its existing armed forces. Like most governments, the Gov- 
ernment of India desires to have a modern military establishment to maintain 
national security. The cost of modern weapons has increased as these weapons 
have become increasingly complicated. Nevertheless, because Indian military 
equipment has been kept relatively up to date in the past, the per capita level of 
recent expenditures, compared with other Asian nations, has been low.> 

Both India and Pakistan are determined to maintain their national security. 
Even if there were no dispute between them concerning Kashmir, both Govern- 
ments could be expected to spend such sums as they consider necessary and 
politically and financially feasible to maintain their security. There is no way 
of demonstrating that their expenditures for national defense and, in the case of 
Pakistan, for contributing to the defense of the free world, would be substan- 
tially less if there were no dispute over Kashmir. 

One should not, in this connection, single out aid given to the two countries by 
the United States. They receive economic assistance from many sources includ- 
ing the International Bank, the Colombo plan, and other governments—for 
example, from West Germany, Great Britain, and the Soviet Union. It cannot 
be established that any particular program of economic assistance has made 
possible the diversion of national budgets from economic development to military 
expenditures. Indeed, if either Pakistan or India, in the absence of economic 
assistance from other nations, were faced with the choice of spending particular 
funds either for modernization of their armed forces or economic development, 
it is quite possible that the former would have priority. 


Senator KNow.Lanp. When are we convening again, Mr. Chair- 
man. 

The Cuatrman. I was just about to make an announcement. The 
committee will meet in executive session in this room at 10 o’clock 
tomorrow morning. 

The witnesses who will be from the Administration will testify on 
the regional areas: the Near East and south Asia; and the Far East. 

That is quite a program. 

This meeting will stand adjourned until then. 

(Whereupon, at 12:15 p. m., the committee adjourned, to recon- 
vene at 10 a. m., Friday March 28, 1958.) 

(See the appendix, for committee questions presented in connection 
with the testimony of Mr. Dillon and Mr. Smith and the answers 
thereto which were subsequently supplied by the executive branch.) 
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FRIDAY, MARCH 28, 1958 


Unrrep States Senate, 
CoMMITTEE ON Fore1GN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:05 a. m., in room F-53, 
United States Capitol Building, Senator Theodore Francis Green 
(chairman) presiding. 

Present: Senators Green, Mansfield, Smith, and Hickenlooper. 

The Cuarrman. The meeting will please come to order. The For- 
eign Relations Committee is meeting in executive session this morn- 
ing to hear more detailed presentation of the proposed mutual secu- 
rity program for fiscal year 1959 for the areas of the Near East and 
south Asia and the Far East. For each area the administration has 
a team of witnesses available representing the State Department, the 
Defense Department, and the International Cooperation Administra- 
tion. 

I suggest that in order to save time we receive the written state- 
ments of these witnesses for the record and ask that senior State 
Department representatives summarize the written statements briefly. 

Members of the committee can then ask questions of any witness. 

We will hear first from the team on the Near East and south Asia 
consisting of Assistant Secretary of State William M. Rountree, 
Rear Adm. Charles K. Bergin of the Defense Department, and Mr. 
John O. Bell of the International Cooperation Administration. 

When we have concluded our consideration of that area, we will hear 
from the Far Eastern team consisting of Assistant Secretary of State 
Walter R. Robertson, Capt. Burton Robbins, Jr., of the Defense 
Department, and Mr. Raymond T. Moyer, of the International Co- 
operation Administration. 

Mr. Rountree, will you and your colleagues proceed, please ? 


STATEMENT OF HON. WILLIAM M. ROUNTREE, ASSISTANT SECRE- 
TARY OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS; ACCOMPANIED BY JOHN 0. BELL, REGIONAL 
DIRECTOR, OFFICE OF NEAR EAST AND SOUTH ASIA OPERATIONS, 
INTERNATIONAL COOPERATION ADMINISTRATION; AND REAR 
ADM. CHARLES K. BERGIN, DIRECTOR OF NEAR EAST, SOUTH 
ASIA, AND AFRICA REGION, OFFICE OF THE ASSISTANT SECRE- 
TARY OF DEFENSE, INTERNATIONAL SECURITY AFFAIRS 


Mr. Rountree. Thank you, Senator. As you have suggested sir, 
we have submitted for the record written statements. 
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The Cuarrman. I thought you would also summarize the others. 

Mr. Rountree. Yes. Concerning the mutual security program in 
the Near East and south Asia, I will be glad also as you suggest to 
summarize briefly the situation in that part of the world as it relates 


to the program. 
My colleagues and I will then be happy to answer any questions 


which you and the committee choose to put to us. 
(The statements referred to are as follows :) 


STATEMENT OF Hon. Wirt1aAM M. RountTrReEE, ASSISTANT SECRETARY OF STATE 
For NEAR HASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 


Mr. Chairman and members of the committee, I come before you today in 
support of the mutual security program, a program that I believe to be an 
indispensable instrument for the attainment of United States foreign policy 
objectives in the Near East and south Asia. With your permission I would 
like to survey for a few minutes general developments in the Near East and 
south Asia during the past year, the impact of these developments on our na- 
tional objectives, and their relation to the mutual security program now before 
you. 

As you are aware, there is no sector of the world today which does not con- 
cern the United States. The Near East and south Asia, however, gives us 
particular concern, for it is an area upon which the Soviet Union has recently 
focused extraordinary attention. Russian interest in this area is both old and 
new at the same time. For many decades domination of this part of the world 
had been a prime imperialist objective of czarist Russia. This traditional 
ezarist objective has been carried on and pressed by the Soviet Union. To it 
has been added the newer Soviet objective to expand the areas under the control 
of international communism. 

It is not difficult to analyze the interests of the Soviet Union in the Near 
East and south Asia. The area has long been a world crossroads, and now 
modern air routes are superimposed on the ancient land and waterways. Though 
these routes facilitate trade and contact with the rest of the world, they also 
offer strategic invasion paths for potential aggressors. You are, of course, fully 
aware that the area’s valuable resources, but particularly its oil, are vital to 
the free world. Moreover, we and other Western nations have well-established 
trade relations based upon mutual benefit with the free nations of the area. 
This trade is increasing, and to the degree that the nations of the Near East 
and south Asia can develop their economies and their productive skills, trade 
will continue to rise. Both for the mutual commercial benefit and for the main- 
tenance of our friendly relations with the free nations of this area, it is 
important that its trade remain with the West instead of with the Communist 
bloc. 

The Near East and south Asia is in many respects an awakening area. Its 
peoples as citizens of new and restless nations have become alive to the need 
for change. It has become evident that, because of the dynamic pressures for 
change, the peace and security of the area, and indeed of the whole world, will 
be endangered unless the peoples of the Near East and south Asia can hope 
to achieve their aspirations for security and economic well-being. With the 
best will on their part to make their own way, the nations of the Near East 
and south Asia would continue to need substantial outside assistance in order 
to achieve their aspirations. 

Given the foregoing political, economic, and strategic considerations, there 
ean be no question as to the continuing importance of the Near East and south 
Asia to the interests of the United States. Stated simply, our principal 
objective in this part of the world is to assist the countries to maintain their 
political independence and territorial integrity and to help them achieve, com- 
mensurate with each nation’s human and material resources and capacity, the 
progressive realization of their aspirations. We believe that if we succeed in 
maintaining and encouraging countries in this part of the world, we will facili- 
tate the attainment of other objectives, such as trade based upon mutual 
benefits and access to the transportation routes and resources vital to the free 
world welfare and security. 

The belief in freedom and independence is, of course, the major difference 
between ourselves and international communism in approaching this area. The 
Communist bloc has shown that it is never long content to deal with other 
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peoples on the basis of equality and independence. Although the lesson is fully 
apparent to us, it is not easy to demonstrate the difference to peoples of an 
area troubled by poverty and insecurity. However much the nations of the 
Near East and south Asia differ from each other, they possess poverty and 
insecurity in common. As a result of their strong nationalism, some of them 
show political instability, impatience, emotionalism, and extreme sensitivity as 
they seek to develop their economies and to achieve better lives for their people. 
In our relationship with them, deeds as well as words are required, and it is 
here that the mutual security program is a principal instrument. 

There are several significant points in regard to the past year’s events in the 
Near East and south Asia to which I would like to call your attention. The 
Sino-Soviet bloc campaign of expansion through means other than overt aggres- 
sion continued, and in some cases Communist influence was expanded further. 
Striking moves were made toward realization of the dream of Arab unity. By 
meeting needs for economic development and collective security in some of the 
countries, we made some progress in achieving free world objectives. On the 
other hand, serious intra-area problems still remain unresolved. 

The pressure for change and the impatient nationalism of some of the coun- 
tries of this area have provided an opportunity for the Soviet Union, thwarted 
from realizing its traditional Midde Eastern objectives through overt action, to 
introduce itself into the area by exploiting this understandable desire for urgent 
economic development. The Sino-Soviet bloc campaign of expansion through 
means other than overt aggression which began in the Near East in 1955 has 
proceeded apace. Certain nations of the area have continued to obtain arms 
from the Soviet bloc. These nations and other nations in the area have accepted 
assistance and trade with the Communist nations. As a result, some nations of 
the area to a dangerous degree have become involved with the Soviet bloc. 

Some of the nations accepting Soviet assistance have been misled by the Soviet 
propaganda tune that there are no strings attached. Believing that arms and 
economic assistance from Communist sources can help them to develop and to grow 
strong, they have accordingly accepted the risks of domination and subversion. 
Some apparently fail to realize that the strings attached to Soviet-bloe aid are all 
too real; that the price is twofold—the tying of future trade to restricted Soviet- 
bloc markets and the immediate dangers of the presence of large numbers of 
Communist personnel in recipient countries. Though protesting its willingness 
to help all of the less developed nations, the Soviet bloe has actually been highly 
selective in its programs, in contrast to the United States assistance programs 
designed to strengthen the countries of the free world on a broad basis. 

Among the other major developments in the Near East and south Asia during 
the past year were significant new moves toward the realization of the dream of 
Arab unity. In February of this year Egypt and Syria announced the formation 
of the United Arab Republic. Subsequently the Yemen joined with the United 
Arab Republic to form a federation called the United Arab States. There were 
other steps toward Arab unity. The Kingdom of Jordan, which in the past, with 
our assistance and other free world friends, had successfully withstood heavy 
pressure from international communism and other disruptive elements, has now 
joined with Iraq to form the Arab Union. These various moves toward unity are 
consistent not only with well-known Arab nationalist aspirations, but with their 
desire to proceed with a broader-based economic development. We can sympa- 
thize with these desires. 

We were able to press forward during the past year in the development of col- 
lective security against the threat of external aggression by international com- 
munism against the area. The Middle East resolution contributed to the devel- 
opment of confidence among our friends. The Ankara meeting of the Baghdad 
Pact countries in January of this year, with United States association and sup- 
port demonstrated by the participation in the meetings by Secretary Dulles, 
marked the further strengthening and the increasing significance of this strategic 
alliance of nations determined to stand resolute in the face of the threats of 
international communism and to work together in the pursuit of peace and 
progress. In an area exposed to the constant threats and blandishments of the 
Soviet bloc, these developments in collective security have not gone unnoticed, 
and they have been of major importance in maintaining the resolution of the free 
nations of the area to safeguard their independence. 

There has been some heartening progress in economic development. Nations 
of the area are mobilizing their resources and with assistance from the United 
States, private investment, international institutions, and other free world 
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countries, are demonstrating that the age-old economic problems of the area are 
not beyond solution. In some cases it may be years before the progress now 
being made is readily apparent when the cumulative effects of irrigation proj- 
ects and other basic developments begin to be felt. Nevertheless we see a pic- 
ture of slow progress with some hope that the standard of living of millions 
of people will be improved. However, despite these encouraging signs, progress 
in the economic field as well as in the attainment of our objectives of stability 
and security, has continued to be impeded by several unresolved intra-area 
disputes. 

The Near East continues to be troubled by tensions growing out of the Arab- 
Israel dispute. The preservation of this uneasy peace is helped by the presence 
of the UNEF in Gaza and Sinai, and along the armistice lines by U. N. observers. 
The continued presence in the Arab States of more than 900,000 impatient and 
miserable Palestine refugees, with no permanent solution to their plight yet in 
sight, continues to exacerbate Arab-Israel tensions. Elsewhere in the area 
the disptue over Cyprus divides some of our NATO allies. The dispute over 
Kashmir continues to produce tension and to reduce cooperation between the 
great South Asian nations, India and Pakistan. 

In an area with large expanses of desert and huge areas of insufficient rain- 
fall, the water resources are obviously of major significance in economic devel- 
opment. Unfortunately, many of the great rivers and waterways of this 
region—the Nile, Helmand, Jordan, and Indus rivers for example—are the foci 
of disputes, rather than of cooperation. Still unresolved are various problems 
arising from the nationalization of the Suez Canal. There is as yet no agreed 
solution to resolve differences in regard to the Gulf of Aqaba. 

The IBRD is continuing its efforts to help Pakistan and India find a solution 
to the problem of the Indus. In the absence of agreement on utilization of 
the waters of the Jordan, Israel is proceeding with the assistance of the 
Export-Import Bank to develop water resources outside of the Jordan Valley, 
and Jordan has announced that with mutual security assistance it will begin 
construction of works to use effectively part of the Jordan share of the Yarmuk 
tributary. Meanwhile, there has been little progress in determining an equitable 
division of the waters of the Nile. Efforts to find solutions to all of these 
problems must continue, for the effective and cooperative sharing of water 
resources is essential to regional economic development. 

Mr. Chairman, I have pointed out the principal United States objectives in the 
area, and described in general terms some of the major problems. I would 
like now to consider the Mutual Security program as a primary instrument 
in realizing our objectives by assisting the nations in the area to solve their 
problems. 

The military assistance phase of the Mutual Security program has undoubt- 
edly helped us to maintain peace by enabling our friends and allies in the 
area to create and maintain military forces and facilities which in cooperation 
with us form a shield against aggression. By helping to maintain the free 
world posture against the expansion of international communism, the develop- 
ment of these forces in the area has added greatly to our own national security 
and to the effectiveness of NATO, SEATO, and the Baghdad Pact. Collective 
security implies mutual benefits. Because of our determination and readiness 
to defend the peace, those nations in the area that have participated in our 
military assistance programs have developed a greater sense of security and 
confidence in their ability to maintain their independence. Yet we all realize 
that military expenditures are not constructive. As President Eisenhower 
recently said, “These sums, great as they are, cannot produce a single con- 
structive, useful thing for human beings. Indeed they can give us no more 
than relative security; only true peace can give us true security.’ Until the 
nations under international communism show that they are willing to live at 
peace with the rest of the world, the free nations of the world must continue 
to stand strong and resolute to deter aggression. Our present military assist- 
ance programs and those proposed for the coming year have been developed 
with this objective in view. 

This year we propose to provide defense support, in addition to military 
assistance, to four nations in the area: Greece, Turkey, Iran, and Pakistan. 
Without our help these nations will not be able to carry the heavy burden 
placed on their already strained economies by military expenditures. Defense 
support is needed, moreover, if these countries are to make full and effective 
use of military assistance from the United States. The aim of defense support 
programs is to make collective security and our military assistance more mean- 
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ingful by meeting those minimum essential economic needs which a nation can- 
not meet and still maintain effective forces. These defense support programs 
are in the nature of economic assistance, but they do not provide for basic eco- 
nomic development. As Secretary Dulles has said, the complementary pro- 
grams of military assistance and defense support are keystones in the arch of 
our security. 

Military assistance is only one aspect of the mutual security program, and 
taken alone it is inadequate to achieve our objectives. Another important 
aspect of mutual security has been the technical cooperation program which is 
designed to assist our friends in the Near East and south Asia to produce 
trained technicians and administrators to combat such problems as poverty, 
illiteracy, disease, and low productive capacity. Through technical cooperation 
we aim to improve or to create quickly those necessary skills that might other- 
wise take a generation or more to develop. The technical skills acquired 
through technical cooperation are basic to a more rapid economic development, 
and it is therefore essential that technical assistance be continued at the mini- 
muc level that has been projected for next year. 

Technical know-how without capital is powerless to do much to promote 
economic development in the less-developed areas. For a number of reasons 
relatively little private investment has been attracted so far to this area, and 
the formation of the small amounts of indigenous capital available Has been 
impeded by political instability and by fundamental social and economic factors 
that are slow to change. It has therefore been necessary to develop sources of 
eapital. The Development Loan Fund, established this past year as an instru- 
ment to supplement private investment and international lending agencies such 
as the IBRD and the Export-Import Bank, has already received loan applica- 
tions totaling almost a billion dollars from the nations of the Near East and 
south Asia. Obviously the Fund can only partially offset the critical lack of 
adequate savings and investment funds available throughout this area. The 
primary significance of the Development Loan Fund is that it provides an 
important free world source of external capital, which will in turn. help to 
encourage the formation and investment of indigenous capital to speed up the 
economic development of this area. 

We anticipate that there will probably arise next year, as in the past, situa- 
tions where certain foreseeable needs must be met if our interests are to be 
served, but where military assistance, defense support, technical assistance, or 
even the Development Loan Fund, are not appropriate. To meet such needs 
we have again requested special assistance funds. As their designation, special 
assistance, implies, these funds are designed to help achieve, in situations 
where the need is evident and critical, our objectives of political and economic 
stability. Since it is imperatve to meet those needs, I consider these funds 
fully as essential as those in other aspects of the mutual security program. 

The Near East and south Asia is an area of ancient cultures and unchanged 
traditions, but as [ said earlier, its societies are in some cases changing rapidly 
and profoundiy. We find that new problems arise daily and that old problems 
we had hoped to solve have suddenly become critical. We have learned by hard 
experience that we must be ready to meet the probable but not clearly foresee- 
able contingencies, the sudden crises generated out of old problems, and the 
new problems arising from the aspirations of the new states and awakened citi- 
zens of this area. Hard events of the past 2 years, familiar to all of us, bear 
witness to this point. Yet, the impact of quickly changing situations on the 
United States objectives, or the new needs which those changes will create, are 
not always apparent and certainly not always predictable. Wherever it is now 
evident or clearly predictable that our interests require the providing of assist- 
ance to the states of the Near East and south Asia, we have analyzed the needs 
and included them in the program submitted to you. But unfortunately our 
requirements are not fully foreseeable, for crises may arise at any time in this 
area. In support of this point I need only remind you of the Sinai aggression 
and the Jordan crisis of last year. I feel strongly that assistance through the 
mutual security program is one of our most effective means of achieving Ameri- 
can objectives in this area and that it is therefore imperative that the contin- 
gency funds requested be made available as an indispensable part of the overall 
program. I believe that our objectives could be jeopardized if we lacked the 
unearmarked funds with which to meet quickly changing situations affecting 
the national interest. 

A final aspect of the mutual security program to which I would like to eall 
your attention for a moment is the United States contribution to the relief and 
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rehabilitation of the Palestine refugees. We need $25 million for this purpose 
in the coming year. The United States persistently has sought and in fact con- 
tinues to seek through the United Nations an effective solution to the grave prob- 
lems facing these more than 900,000 refugees. 

Frankly, a solution to their problems is not yet in sight. However, in the 
absence of a solution we cannot afford to allow the program for relief and 
rehabilitation of the refugees to falter during the coming year for the lack of 
United States support. I see no alternative to our making a contribution to 
this program at the level indicated. 

Mr. Chairman, in developing the proposed mutual security program for the 
Near East and south Asia, we have given careful consideration to the objectives 
of the United States and to the problems that confront us in the area. In my 
opinion, our proposals represent minimum requirements. Because I most earn- 
estly believe that it is in the interest of the United States and of the free world 
that we carry out a program along the lines presented to you, I hope that the 
action of the Congress will authorize a program along the lines of the presen- 
tation. 


STATEMENT SUBMITTED BY JOHN O. Bett, Rearonat Director, OFFICE OF NEAR 
East AND SoutH ASIA OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRA- 
TION, TO SUPPLEMENT OBAL STATEMENTS 


Ranging from India to Greece and Sudan and bridging three continents, the 
Near East and south Asia represents many things to western observers: The 
birthplace of western civilization, the source area of the four major religions 
of the world, the world’s historic locus of power. It is all of these and more. 
It is a fourth of the total population of the world today, the major source of 
the world’s known reserves of petroleum, the key to transportation links between 
Europe and the Far East. Judged by any standards, the Near East and south 
Asia nations are a vital force in the world today, influencing the actions and 
decisions of countries farther east into Asia and south and west into Africa. 

The proposals for economic assistance for the Near East and south Asia 
total $309.7 million, an increase of $11.1 million compared with estimated obli- 
gations of $298.6 million now planned in fiscal year 1958. The proposals for 
fiscal year 1959 for the categories of economic aid are $195 million for defense 
support, an increase of $38.4 million over estimated fiscal year 1958 obligations ; 
$41.7 million for technical cooperation, an increase of $4.1 million over estimated 
obligations in fiscal year 1958; $48 million for programed special assistance, 
a decrease of $11.5 million below estimated obligations for fiscal year 1958; 
$25 million for contributions to UNRWA for Palestine refugee relief and re- 
habilitation, for which a carryover of the unobligated balance of prior appro- 
priations was granted for fiscal year 1958. Included in estimated total fiscal 
year 1958 obligations were amounts from carried-over development assistance 
appropriations for which no further consideration need now be proposed. 

Many of the countries in this area will want to make proposals for assistance 
to the Development Loan Fund for other needs, not treated here, and a sep 
arate presentation is being made with respect to operations of the Development 
Loan Fund. 

This area which extends from Albania to Burma along the perimeter of the 
Russian-Chinese empire has been the focus of close Soviet bloc attention in the 
past several years. 

Before World War II, more than 80 percent of the people of the Near East 
and south Asia lived under colonial rule and, regardless of the quality of such 
administration, resented it with a bitterness which continues to color their 
relationships with the West. Eight new nations have achieved independence 
since the war, and within past weeks, two new associations of countries have 
been formed—the Arab Union of Iraq and Jordan, and the United Arab Republic, 
linking Egypt and Syria, with Yemen in an associate role. 

The Soviet bloc is equally aware of the importance of this strategic land 
area, its peoples and resources. In the past 3 years, the Sino-Soviet bloc, in a 
new approach, has adapted to its own use economic and technical aid, a tool 
which the United States had used successfully in helping countries in this area 
to counter earlier direct Soviet pressures. 

The Sino-Soviet has used the tool of economic and military aid with con- 
centrated selectivity. More than $1,200 million of economic and military as- 
sistance has gone to seven nations in the Near East and south Asia. This is 
about two-thirds of the total aid they have given to countries outside the Soviet 
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bloc. More than 1,200 Soviet bloc technicians, exclusive of military technicians, 
are known to be operating in the region, with an additional 1,000 consular, 
diplomatic, and administrative personnel. 

The mutual security program seeks to foster the economic growth of the 
region, to assist these countries in mounting a common attack on common prob- 
lems, and to resolve the divisions which have frustrated economic growth. It 
assists these countries to maintain military forces which can forestall a re- 
surgence of overt Soviet bloc aggression and meet any recurring threat of 
internal subversion. In short, it seeks to promote the ability of these countries 
to play their full part as free nations in a free-choice society—a difficult and 
delicate task and an objective which requires a mutual effort for its achieve- 
ment. 

There is a steadily growing demand among the peoples of the Near East and 
south Asia for an improvement in their status. This demand comes from a 
population whose fundamental need, want, and interest is in food, clothing, 
and shelter. It constitutes an increasing pressure on government. A failure 
to show significant progress in satisfying these demands may well lead to the 
overthrow of existing institutions in favor of others which promise improve- 
ment, however speciously and at whatever costs in freedom. 

The fundamental problems in the area are characterized by certain common 
factors. Among these are a standard of living ranging from low to extremely 
low, a lack of known or adequately developed resources, government structures 
geared to an historic concept of government’s role as tax collector and policeman, 
a low level of education and training in academic, vocational, and professional 
fields, inadequate and inexperienced public and private organizations and in- 
stitutions to deal with problems of economic growth and, in many instances, 
governments lacking the security in office so needed to permit effective con- 

_centration on economic development problems. Yet the pressure for an effective 
response to popular aspirations for improved national and personal status is 
growing. 

There is a common desire and determination among the governments of the 
region to achieve rapid economic development. The degree to which these gov- 
ernments have analyzed their resources, human and material, have established 
goals for progress, have formulated realistic plans for attaining these goals, and 
are pursuing them effectively, varies considerably. More or less detailed blue- 
prints for growth have been formulated in India, Pakistan, Iran, Iraq, and 
Ceylon. Substantial development activity goes on in Greece, Turkey, Lebanon, 
and Israel on a less formally organized structure for planning. Jordan, Afghan- 
istan, and Nepal are emerging countries at an earlier stage in development 
planning. 

To summarize, in the Near East and south Asia area, governments which 
vary in strength and competence are striving, with inadequate institutions and 
inadequately organized and trained manpower, to marshal and utilize effectively 
insufficient or inAdequately developed resources in order to meet increasing 
pressures from their peoples not merely for a substantial improvement in their 
status, but for improvement at a rate impossible of accomplishment without 
recourse to outside assistance. Diversity of government forms, languages, races, 
religions, geography, and resources increase the complexity of dealing with 
problems common to the area, and program operations must be adapted to 
meet specific situations. 

The assistance programs are related to United States national objectives 
and are governed not only in dimension but in composition by the kind of 
objectives sought and by the necessary adaptation to local conditions. Our 
determinations of the appropriate levels of aid must reflect judgments of feas- 
ibility, adequacy, and priority as to decisions among objectives; the means 
by which assistance is given and the categories of aid applied vary to meet 
these special conditions. Rarely can one category of aid be expected to fulfill 
the full scope of United States objectives. 

Generally speaking, economic assistance through the mutual security pro- 
gram seeks to help countries achieve mutually desired objectives by providing 
financing to meet three sorts of requirements for resources from abroad: 

Some countries need imports of goods—commodities, equipment, raw mate- 
rials, to be consumed or used by the existing economic structure, which they 
may be unable to provide from their own resources of foreign exchange. This 
need may be served by aid given to help finance the flow of such imports. 

Import financing of materials, equipment, and services may be required for 
the construction of specific facilities essential to development—transportation, 
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communications, power, irrigation, production facilities, and similar economic 
development. Assistance against this need normally is administered as aid 
to specific projects or activities. 

Then there is a requirement for technical help in the development of institu- 
tions, practices, and skills required for the effective utilization of resources. The 
help we give against this need is usually through technical cooperation projects. 

There are some special situations which do not fit exactly within easy cate 
gorizing but where there are local needs to be met for which aid is indispensable. 

The extent to which the individual countries are themselves capable of pay- 
ing for their essential imports of goods and services varies widely. Earnings 
of foreign exchange with which these imports can be purchased are in most 
instances inadequate to cover all the imports needed. In addition to the re- 
quirements for imports arising from the needs for consumption and use by the 
existing economic structure, and for new development, many of these countries 
also have large and costly import requirements for defense establishments. 
These requirements, to the extent they are not met through grants of military 
hardware through the mutual security program, are also a claim, frequently a 
priority claim, on the foreign exchange earned through exports. In all of the 
countries in this area the bulk of required imports is financed through export 
earnings, even though there are serious balance of payments problems con- 
fronting such countries as Greece, Turkey, Israel, India, and Pakistan. Here 
the margins of shortfall in earnings, while they may appear small in proportion 
to total earnings, present requirements for additional foreign exchange which 
are substantial. 

Each of the countries in the area must overcome inadequacies of facilities 
which are basic to further development. Of major importance are physical 
facilities, such as transportation and communications. Equally important, 
however, are institutions for essential public services, for stimulating and foster- 
ing the use of private capital, for promoting and expanding agricultural pro- 
duction, and for the transmission and diffusion of knowledge. Concepts of the 
mutual responsibility of the citizen and the State to each other are only begin- 
ning to emerge. 

Near East and south Asia countries are predominantly and historically agri- 
cultural. The great majority of the people are employed in agriculture, but 
food production is inadequate to meet the consumption requirements of a rising 
population, and production of nonfood commodities is inadequate to provide 
sufficient export earnings to meet import needs. Not all the countries have oil 
resources. It is not surprising that the plans for development, given the sim- 
ilarities cited, tend to follow a typical pattern. There is great desire for in- 
dustrial achievement, but it remains necessary to accent improvement in agri- 
culture concurrently with the development of basic facilities essential to indus- 
rial growth. The similarity in approach tends to be reflected in some similarity 
among our programs, whether the economic objectives are sgught through as- 
sistance under defense support, special assistance, or technical cooperation. No 
doubt the Development Loan Fund will in time find some consistencies in the 
pattern of applications that will be made to it. 

The proposals for economic assistance which may be found in the documents 
presented to you are subject to certain limitations which force on them a tenta- 
tive illustrative character: 

Fruition depends, first, on whether the amounts of money requested are in 
fact appropriated and allotted; second, on whether assumptions made at the 
end of 1957 prove accurate forecasts of events during the ensuing 18 months; 
third, on whether detailed program agreement is reached between the United 
States and the government of the country concerned; and, fourth, on whether 
assumptions of our capability to perform prove accurate. With these caveats, 
we believe that our country program plans are reasonably accurate forecasts 
of the kind of activity we would undertake. 

Even though we may employ a variety of techniques, they are, nevertheless, 
coordinated toward meeting several aspects of the same problems. As an ex- 
ample, a typical problem in many of these countries is not only inadequate 
production of food to meet current consumption needs, but also prospects of 
continued population growth and increasing food requirements. Typically, the 
major part of the population is engaged in agriculture, yet agricultural produc- 
tion is a less than proportionate part of gross national product and the need 
for agricultural imports is rising. If the country has a high potential for 
increased food production and a low potential for export earnings with which 
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to purchase food, it is clearly desirable to achieve an increase in food 
production. 

What are the reasons for the low rate of production? What are the possible 
remedies? What can the United States do to stimulate and aid solutions? 
We can and do help immediately through the Agricultural Trade and Develop- 
ment Act (Public Law 480) or the mutual security program by financing imports 
of foodstuffs. This is in the nature of a holding action—it affords a measure 
of stability while the real problems may be attacked. 

While solutions depend, in large measure, on the actions of the country 
itself, our aid can help. Thus, for example, we may be assisting in the con- 
struction of a fertilizer factory to provide additional supplies, we may be 
demonstrating the advantages of better seed treatment and selection; we may 
be aiding the development of a land-grant type of college which links research 
and extension; we may be advising as to ways and means of providing agricul- 
tural credit and even releasing local currency funds for capitalization of insti- 
tutions for this purpose; we may be helping in developing highway depart- 
ments to provide skilled men to construct market access roads. In a great 
variety of ways, apparently unrelated projects are in fact contributing to the 
solution of fundamental economic problems. Such problems are inevitably 
interrelated and complex; their solutions require coordinated action in many 
fields; the attainment of the goals takes persistent effort on the part of both 
the country involved and ourselves over a considerable period of time. 

In determining how our aid should be provided and for what specific purposes 
within the fiscal levels proposed, we must consider the goals being sought, the 
relations between military and economic goals, the priorities among interrelated 
economic, social, and political needs, and endeavor to determine ways by which 
we can most effectively assist. The country may have complete capability, 
given financing, to attain these goals or certain of them, without other forms 
of help. In other instances, it may lack the technical skills required. A further 
consideration in our judgment may also be our desire in particular countries, 
or in particular instances, to identify ourselves or our aid with specific activities 
or goals. Also, we must take into account the extent to which the need for 
assistance with respect to specific activities may be met from other sources— 
for example, perhaps the U. N. or the Ford Foundation or a Colombo plan 
country is already helping in this field. Consequently, our program reflects our 
judgment as to the way in which we can most effectively aid the particular 
country in meeting its overall problem. 


ACCOMPLISHMENTS IN THE AREA 


Just as the form of problems cuts across the patterns of aid, so the accom- 
plishments which may be related to the record of our past programs do also. 
Few indicators are in themselves sufficiently accurate or comprehensive to allow 
the full scope of activity to be identified. A mutual effort is involved and a 
major responsibility lies on the countries of the area and the policies they adopt. 

Nevertheless, one index of the successful use of total resources—which include 
resources obtained by earnings, credits, and grants—is the movement of a 
country’s gross national product in relation to its population. Where United 
States aid from defense support or other forms of economic assistance has 
provided the margin of resources which bridged the gap between success and 
failure, it has meant the margin of difference between stability and instability ; 
it has also meant the margin of difference between the ability and inability 
of Greece, Turkey, Pakistan, and Iran to maintain agreed military force goals. 
Using this oversimplified index of success, what is the record of the past 5 
years? 

In 5 years, total gross national product rose 15 percent in Pakistan, 18 percent 
in India, 22 percent in Turkey, 40 percent in Greece, and 58 percent in Israel. 
Per capita gross national product rose 6 percent in Pakistan and Turkey, 10.5 
percent in India, 30 percent in Israel, and 33 percent in Greece. Pakistan, Tur- 
key and Greece received defense support assistance, India and Israel other forms 
of economic assistance which increased their ability to import goods and services, 
and all participated in technical cooperation programs, 

Where the situation has required us to extend assistance by financing imports, 
particularly in balance-of-payments cases where foreign exchange shortage is 
the principal limitation on maintaining and improving economic activity, there 
have been a number of beneficial effects. 








284 MUTUAL SECURITY ACT OF 1958 


Such imports financed by our aid programs of defense support, development 
assistance, and now special assistance, provided the imported raw materials and 
supplies which the countries could not have afforded in view of foreign exchange 
shortages, yet which were vital to the functioning of the internal economy. 
This permitted use of existing plant capacity, maintenance and repair of facilities, 
employment, increased agricultural yields to meet growing needs. 

They maintained the consumption standards of the peoples of these countries 
at a time when decline would have been inevitable without United States as- 
sistance—and decline would have had serious political consequences, including, 
at a minimum, unwillingness or inability to maintain current levels of defense 
activity. 

They enabled the countries to devote resources out of an increasing gross 
national product to the productive investment which is essential if these econo- 
mies are even to maintain themselves, let alone become self-sustaining. Thus, 
for example, in Greece, India, and Turkey, gross investment this past year is 
estimated to have equaled almost one-sixth of the gross national product. 

In sum, they enabled the continued functioning of the economies, the mainte- 
nance of economic political stability, and the possibility of development growth 
within the framework of a free choice society. 

Within the total program for fiscal year 1957, we obligated $305.7 million for 
such purposes for Near East-South Asia countries, and for fiscal year 1958 we 
now plan to obligate $207.2 million to help finance such imports. 

Where economic development was impeded by the lack of specific facilities, 
we have assisted with actual construction of such facilities, supplying particular 
skills as well as equipment and materials. Aid in this form is designed to fill 
critical gaps, which impede progress in important sectors of the economy. 

For such project purposes we obligated $95 million for Near East-South Asia 
countries in fiscal year 1957 and now plan to obligate $54 million in fiscal year 
1958. 

The success of such assistance is measured in terms of the response which it 
provides to the problem which led to the project. Some examples in the com- 
munications and transport field will serve to indicate what facilities project 
achievement can mean to a country, whether the financing for these economic 
needs comes from defense support or other economic funds. 

India.—The modernization and expansion of India’s railroads has been one of 
the major undertakings of the Indian development program, since so much of the 
Indian economy depends upon adequate transportation. The task of rehabili- 
tating and expanding the fourth-largest railroad system in the world has been 
complicated by the ever-increasing demands upon its facilities. The goods traffic 
alone is scheduled to increase from the 1955—56 level of 120 million tons to over 
150 million tons in 1960. Since 1951, the United States has provided under 
the mutual security program $95 million under project and nonproject types of 
assistance for use in the rehabilitation and expansion of the Indian railroad 
system. This has supplied locomotives, freight cars, rails, plates, and other 
steel products. In addition, technical assistance has been provided under con- 
tract with an American firm to assist in developing methods of increasing rail 
capacity. As a result of our assistance, the Indian railway system has made 
substantial increases in load capacity which have been essential to the forward 
movement of the Indian development plan. 

Turkey.—Perhaps the most critical initial bottleneck in the Turkish develop- 
ment program was the inadequacy of the communications system. The primary 
difficulty, and the initial focus of attack, was a highway system so poor as to en- 
danger defense objectives and so limited as to prevent the integration of many 
villages into the trade and national life of Turkey. Approximately $39 million 
worth of mutual security program financing for equipment, operating supplies, 
and technical assistance have been programed for the construction and mainte- 
nance of highways in Turkey over a period of 8 years. With this equipment, 
it has been possible to build and maintain an all-weather highway network now 
comprising almost 17,000 miles (as against half that amount of poorly con- 
structed and maintained highway in 1948), a major contribution to economic 
development and to defense. Turkish Government expenditures were approxi- 
mately $130 million. This highway system, when completed, will link all sections 
of Turkey. 

With technical cooperation, we seek to help countries achieve the permanent 
incorporation into the structures of government, or of the private economy, not 
only of particular skills but also of systematic plans for putting such skills into 
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full use; to provide by institutional changes a continuing focal point for the 
application of training and skills to the economic and social problems of adapta- 
tion and change. This is a delicate and difficult task of less immediate dramatic 
example than capital projects but of enduring significance. There are numerous 
examples of successful acceptance of such skills and of such institutional ad- 
vances. Perhaps two will serve to illustrate. 

In Turkey, the road program mentioned earlier has had a technical assistance 
aspect. To date, a total of 2,800 Turkish personnel employed by the Turkish 
Directorate of Highways have received on-the-job training, and almost 100 
Turkish engineers and management personnel have received training in the 
United States. There has been developed in the Directorate of Highways, within 
the Ministry of Public Works, an administration which has achieved a high level 
of efficiency. This office, through a close working relationship with the United 
States Bureau of Public Roads, has acquired a high degree of competence in 
management, maintenance, and development operations. Its proposals for 
future development are realistic and based upon the actual ability of the 
country. The Directorate provides an excellent example to other administrative 
units within the Turkish Government. 

It has instituted a series of 90-day seminars which are attended by representa- 
tives of other countries—Ethiopia and Iran, among others—which annually send 
groups of engineers to take this course. In addition, the United Nations has es- 
tablished a permanent administrative and technical training center in Turkey 
for highway engineers. 

One of the most dramatic and far-reaching programs undertaken by the Govern- 
ment of India in connection with its development program has been the com- 
munity development effort initiated in 1952, with United States cooperation from 
the outset. The essence of this program is to stimulate the villagers of the 
nation to contribute to the solution of economic problems through cooperative 
self-help ; it promotes responsible citizenship and emphasizes self-reliance rather 
than dependence on government. Our substantial assistance to this problem 
has been prominently featured in official Government of India publications. 
Yn all, the United States has contributed about $14 million in equipment for 
this project, supplemented by technical advisory services. Direct assistance 
is now virtually completed. Since 1952, 2,100 community development or na- 
tional extension blocs have been opened covering a population of 150 million. 
As a prerequisite to this, a major program of training was undertaken, involving 
the establishment of training centers and expansion of agricultural colleges and 
other existing training facilities. India’s community development program has 
gained world recognition and facilities of the Government of India are sought 
for training specialists from many other countries. Further, Indian specialists 
are now requested by other countries. Participants from eight countries are 
now in training in India, and India is providing technical assistance to Nepal 
in the establishment of a community development effort in that country. The 
highly successful Pakistan community development program used the Indian 
effort as a model. 

PROGRAMS PROPOSED FOR FISCAL YEAR 1959 
Defense support 


Of the $309.7 million total planned economic assistance proposed for the Near 
East-South Asia area for fiscal year 1959, the major component is defense support 
of $195 million. 

Economic aid proposed for fiscal year 1959 is classified as defense support 
when the country contributing to the common defense is also being helped with 
Inilitary assistance to support significant military forces. It is a form of eco- 
nomic assistance provided when required by virtue of economic or political 
circumstances to support another country in making certain contributions to the 
common defense. 

In the Near East and south Asia there are five countries which have joined 
in collective security arrangements: Greece and Turkey in NATO; Turkey, 
Pakistan, Iran, and Iraq in the Baghdad Pact; and Pakistan in SEATO. Of 
these 5, defense support is proposed only for 4: Greece, Turkey, Pakistan, and 
Iran. 

The economic situation in Greece, Turkey, and Pakistan is marked by a 
common problem in finding sufficient foreign exchange to meet requirements for 
military and for civil economic purposes. Merely to prevent retrogression and 
keep pace with population growth, which moves at substantial rates in virtually 
every country in the area, the countries must carry on a substantial and un- 
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remitting economic effort to increase production and earnings. All three of the 
countries receiving defense support due to balance of payments problems have 
at present in common a basic food deficit and depend on imports for an essential 
part of food supplies, the amount varying as between good and bad crop years. 
In Greece and Pakistan, the pace of economic activity has recently been main- 
tained but at the cost of a reduction in foreign exchange reserves. The overall 
resource picture for all three countries is such that it is not reasonable to rely 
on continued drawing down of reserves as a mainstay of activity. The proposed 
defense support for fiscal year 1959 is the minimum that can be proposed con- 
sistent with the minimum standard set. Funds provided to help Greece, Turkey, 
and Pakistan face balance of payments difficulties finance essential imports of 
food, materials, and supplies for which their own resources are inadequate and 
on which maintenance of production and consumption depend if the defense 
program is to continue its present pace. The adequacy of the proposed pro- 
grams depends on favorable crop and production developments in the coming 
year and on the further assumption that United States agricultural surpluses 
will continue to be available, under Public Law 480, to help meet food and feed 
requirements beyond domestic production and foreign exchange availabilities. 

These defense support aid programs are an indispensable element in laying 
the groundwork for maintenance of existing economic capacity and the indis- 
pensable margin of growth which separates these economies from net deteriora- 
tion. They provide assistance for needs not met elsewhere. While defense 
support lays the basis on which further necessary economic development can be 
built, there is little prospect that the level of defense support aid proposed un- 
der present definitions would in any of these three countries be sufficient to 
achieve economic expansion adequate to reach self-sustained growth and to 
—_ the countries to carry at the same time the full burden of the military 
effort. 

The defense support program for Iran is not related to a balance of pay- 
ments deficiency. Its principal objective is to help meet a portion of the United 
States military construction commitment. It is based on military construction 
estimates of requirements to meet local costs. 


Special assistance 


BKeonomie aid is given in the form of special assistance where it is necessary 
to meet economic or political objectives in a country where the requirement is 
not related to support of significant military forces and where neither technical 
cooperation programs nor reliance on potential activities of the Development 
Loan Fund can provide what is needed in timely and appropriate fashion. It 
may, therefore, serve to assist with economic problems of a current mainte- 
nance character or development problems where these cannot be dealt with by 
other means. It may also be used to deal with assistance problems related to 
other economic, social, political, and humanitarian objectives. In the Near East 
and south Asia area in fiscal year 1958 as presently planned and as proposed for 
fiscal year 1959 there are some aspects of virtually all of these possibilities. 
Thus Jordan, which now depends on the United States and others for a major 
share of its budgeted needs, is receiving assistance to maintain itself domesti- 
cally and to promote some economic development; Israel has payments prob- 
lems and uses the added foreign exchange to provide needed imports; Afghan- 
istan and Nepal need help for economic development which they cannot expect 
to find from other free world sources. 

In fiscal year 1959 a program plan of $48 million from special assistance 
funds is proposed for countries in the Near East and south Asia. These funds 
will enable us to carry out programs in a number of countries. Among these 
will be programs for specific developmental projects in Afghanistan and in 
Nepal, and for the import of certain essential agricultural commodities into 
Israel. While there are more detailed statements on the use of these funds 
contained in the documents which have been submitted to the committee, it 
should be emphasized that these are conservative estimates that tend to mini- 
mize the anticipated requirements. There are some additional requirements 
for development which may result in applications to the Development Loan 
Fund, but they are not substitutive for the planned special assistance. 

Funds are also proposed to provide $25 million for the United Nations Relief 
and Works Agency for Palestine refugees in the Near East (UNRWA) for 
the United States contribution to the relief and rehabilitation programs for 
Arab refugees displaced from Palestine in 1948. This amount would permit 
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UNRWA to continue its basic essential care and maintenance activities and to 
resume part of rehabilitation activities curtailed for lack of funds. 


Technical cooperation 

The technical cooperation program, for which $41.7 million is proposed for 
the Near East and south Asia in fiscal year 1959 is more significant than its 
proportionate share of the total funding. It accounts for 98 percent of all di- 
rect-hire technicians in the region, and 63 percent of ajl contract technicians. 
Technical cooperation is a program for sharing knowledge, skills, and techni- 
ques to help the people of other countries help themselves to solve their eco- 
nomic and related social and governmental problems. It is the least demand- 
ing program in terms of money, the most demanding in terms of manpower. 
The main focus is people—the dynamic acceptance of change and adaptation 
of old and new institutions and techniques to new ways. The programs involve 
commodities and equipment only as required to demonstrate a technique, or 
to improve the facilities of a local institution to provide a framework for the 
continuing transmission of knowledge. 

Technical cooperation is proposed for each of the countries receiving defense 
support and each of the countries receiving special assistance. In addition 
to programs for countries for which no such economic aid is planned, technical 
cooperation will also support certain regional activities in the area. 

Programs in any country emerge from the problems which stand in the path 
of economic development in that country—they are not preformulated. Pro- 
gram concentration varies from country to country; although the basic pattern 
does remain similar. In fiscal year 1959, the proposed program of technical 
cooperation over the entire Near East and south Asia is keyed to needs in agri- 
culture and natural resource development for which 22 percent of the total is 
proposed. Sducation, with 17 percent, has only slightly less emphasis. In- 
dustry and mining projects call for 14 percent, with programs in transportation, 
health and sanitation, and public administration at 7 percent each. 

The proposed fiscal year 1959 program is slightly larger than the $37.6 mil- 
lion in obligations anticipated for fiscal year 1958, but not quite up to the over- 
all rate of expenditure for activity as presently evaluated for fiscal year 1958, 
which is being sustained on past commitments. 


SUMMARY 


These proposed programs—defense support, special assistance, and technical 
cooperation—total slightly less than $310 million. They represent the minimum 
assessment of requirements for economic assistance which can be planned at 
this time.. They do not, however, represent the full measure of probable re- 
quirements which it will be in the United States interest to meet, some of which 
represent appropriate proposals for consideration by the Development Loan 
Fund. Further, an unhappy conjunction of natural events, Such as poor crops, 
flood or drought, or of economic events, such as disruption of trade, unex- 
pected shifts in prices or once secure markets, may well turn what presently 
appear as reasonable estimates into clear inadequacies requiring supplementa- 
tion. 

The Near East and south Asia is an arena in which much can be lost or won. 
If it is an area of tension and challenge, it is also an area of potential op- 
portunity. These potential opportunities and the inability to forecast exactly 
the pattern of economic and political events form the basis of the mutual 
security program request for contingency funds, which are not proposed as 
regional programs. 


STATEMENT BY REAR ApM. CHARLES K. Berotn, Director oF NEAR East, SouTH 
ASIA, AND AFRICA REGION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (ISA) 


Mr. Chairman and members of the committee, I should like today to review 
with you why our military assistance programs are needed in the countries of 
the Near Hast and south Asia, what they have accomplished to date, and what 
we propose for the military assistance pregram in fiscal year 1959. 

As you are doubtless already familiar with the strategic importance of the 
area, I will only briefly review the highlights. The countries bordering on the 
Persian Gulf are the major source of oil for the economy of Western Europe. In 
the Middle East are located some important naval installations and airfields in 
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which the United States has operating rights. If the Soviets should be success- 
ful in achieving domination over the Middle East, they would gain control of the 
oil and the strategic sites and seaways that are so important to the accomplish- 
ment of their ultimate objectives. 

The Soviets, fully aware of these factors which make the Middle East a rich 
prize, continue to employ every means short of military force in their effort 
to acquire a dominating influence throughout the area. In doing so they have 
seriously increased and exploited for their own purpose the tensions that have 
existed for many years within and among the countries of the Middle East. In 
countering this ever-increasing threat to the security and independence of this 
important area, it is the overall objective of the United States to help the nations 
of the Middle East in their resolve to remain independent of Soviet domination, 
thereby assuring the continued availability to the free world of the resources, 
strategic sites, and transportation lanes of the area while at the same time deny- 
ing these assets to the Soviet. The military assistance program plays a signifi- 
cant role in the total United States effort to attain this objective. 

The defensive capabilities of those nations of the area with which we have 
programs, have improved measurably as a result of our aid. The forces, which 
we have helped Greece and Turkey develop, make a vital contribution to the 
security of NATO’s right flank. The combat record of their troops in Korea gave 
proof of their excellent fighting quality. Although the strength and effectiveness 
of these forces is constantly increasing, continued assistance will be needed if 
they are to be brought up to and maintained at NATO’s standards. 

Our programs of military assistance to Iran and Iraq have resulted in a sig- 
nificant strengthening of the internal security and defensive potential of these 
countries. Pakistan, which constitutes the link connecting the Baghdad Pact 
with the South East Asia Treaty Organization, has, through its own efforts and 
our assistance, developed a considerable force thereby contributing to the security 
of the area. In all of these countries, and as a byproduct of our military assist- 
ance, the stability of their governments and the confidence of the people in their 
leaders have been notably strengthened. 

The nations in the Middle East, which we are assisting, are now maintaining 
more than 1 million men under arms. For the support of these forces they are 
contributing, in their collective annual military budgets, $3 for each dollar’s 
worth of American military aid to them. This is a striking effort on their part 
when one considers the relatively low level of their economies. 

Another important element of mutual defense effort in this area is the Bagh- 
dad Pact, signed 3 years ago by Turkey, Iran, Iraq, Pakistan, and the United 
Kingdom. Bridging the gap between the right flank of NATO and the left flank 
of SEATO, the pact completes the free nations’ strategic defense perimeter. It 
is designed to provide a coordinated approach to the member nations’ military, 
economic, and political problems. While the United States is not a member 
of the pact, it strongly supports the work of the organization and the defense 
efforts of all of its members. Although the actual military strength of the 
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pact is not fully realized, it serves as a significant deterrent to Communist 
military aggression in this troubled area. The ability of these countries initially 
to resist aggressive action within a collective security arrangement means that 
a potential aggressor cannot hope to quietly take them over one by one, more 
or less, by default. He must recognize that aggression against one country 
will immediately involve the entire area. The American Doctrine proclaimed 
early last year further supports this deterrent by making it clear to any poten- 
tial aggressor in the Middle East controlled by international communism that 
he would have to cope also with the military power of the United States if our 
assistance were requested by the victims of any aggressive action he might 
undertake. 

The Middle East area, especially during the past year, has presented a num- 
ber of challenges for the Military Assistance Program. In this area, perhaps 
more than any other, military assistance has had an opportunity to demonstrate 
how well it can serve to promote the foreign policy of the United States by 
encouraging and reinforcing the pro-Western orientation of certain countries 
vulnerable to Communist pressures and blandishments. 

In more than one instance, resistance at a time of crisis has been bolstered 
by the expedited delivery of military assistance from the United States. Last 
year, for example, Russia deliberately upset the delicate balance of power in the 
Middle East by the introduction into Syria of exorbitant quantities of military 
equipment and training personnel, accompanied by vigorous efforts at subversion 
and a storm of fabricated charges directed at Syria’s neighbors. The imme- 
diate response of the United States, both in the visits and gifts of aid by Am- 
bassador Richards and in the form of expedited deliveries, reassured these 
threatened countries and restored their self-confidence and determination to re- 
tain their integrity and freedom. Without this tangible evidence that they 
were not standing alone against increased Soviet pressures, such countries 
might well have been stampeded into a retreat from pro-Western orientation 
with all its dire implications for the peace of this troubled area and of the 
free world itself. 

In fiscal year 1959, we propose to continue our programs of military assist- 
ance to Greece, Turkey, Iraq, Iran, Pakistan, Saudi Arabia, Jordan, and Lebanon. 
For the entire area these amount to a total of $447.9 million of which 63 per- 
cent will go for the support of Greek and Turkish forces. This fiscal year 1959 
total is composed of $279.6 million, being the sum of the regular country pro- 
grams, plus $168.3 million, representing the portion of the worldwide special 
materiel program that is allocated to the countries of this area. 

In view of the subversive inroads which international communism is striving 
to make throughout the Middle East and South Asia, these programs of military 
assistance to the nations of that area are a vital part of our worldwide defense 
effort. We believe that they are soundly conceived and austere; we are con- 
vinced they are necessary to meet the serious threat that faces not only our 
own country but the entire free world. 
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IMPORTANCE OF NEAR EAST AND SOUTH ASIA 


Mr. Rounrrer. The members of the committee are of course aware 
of the importance of the area of the Near East and South Asia and I 
shall not therefore go into details. You know of the importance of the 
resources, the geography, and the people of the Near East and South 
Asia in relation to the interest of the free world generally. 

Senator Smrru. Are you including Africa, too? 

Mr. Rountree. No, sir. The African program is being handled 
separately. 

he resources of oil in the Middle East area are extremely impor- 
tant not only for the people in the Middle East region but also for 
consumers throughout the world, particularly in Western Europe. 

The transportation facilities in the area are vital both in terms 
of commerce and trade and in terms of strategic value in the inter- 
national situation as it is today. 

Of course, this area has served as invasion routes historically. It 
has been an object of Soviet expansion for many years. 

Mr. Chairman, the aid programs of the United States are extremely 
important to us in the achievement of our objectives in this area. 

We must be prepared to assist the countries which need external 
aid in development and security. 

The CHatrman. Are you reading now from your written state- 
ment ¢ 

SOVIET EFFORTS 

Mr. Rountree. No, sir. 

Soviet efforts to penetrate this important part of the world have 
been greatly intensified. In the recent past they followed up their 
arms deliveries to certain of the states in the Middle East with offers 
of aid and trade. Some of these countries have been tempted to ac- 
cept these offers, either not realizing or notwithstanding the dangers 
to their security which arise from involvement with the Soviet Union. 
The Soviets had, of course, some success in their efforts to penetrate 
this area and to extend their influence among certain of the states. 


UNRESOLVED PROBLEMS 


The main problems with which you are familiar remain unresolved 
for the most part. We continue to make progress in some respects, 
but progress is rendered very difficult indeed by virtue of these un- 
resolved problems. The Arab-Israel dispute is a source of continuing 
friction between the states of the area. It diminishes cooperation and 
enhances the opportunities for mischief on the part of the Soviet 
Union and others who wish to disrupt security and peace. 

The Kashmir dispute between India and Pakistan remains un- 
resolved. The dispute involving the British, the Greeks, the Turks, 
and the Cypriots on the future of Cyprus remains of great concern 
tous. There are other such disputes that continue to exacerbate prob- 
lems of this general region. 


SIGNIFICANT DEVELOPMENTS IN ASIA 


We should note a number of significant developments during this 
past year since the Mutual Security Program of 1958 was considered. 
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The strength of collective security arrangements and particularly of 
the Baghdad Pact, was enhanced during the year. The various 
organs of the Baghdad Pact have improved their effectiveness in 
dealing with problems of collective security, collective cooperation, and 
economic development. The ministerial council and the various 
committees under the pact organization had highly successful meet- 
ings during the year. 

United States policy in the area, and particularly the policy enunci- 
ated in the Middle Kast doctrine, has given an added sense of security 
and confidence to those nations who are concerned with their security 
and who seek reassurance regarding the attitude of the United States 
toward the preservation of peace in the area. 

Major moves toward Arab unity were effected through the creation 
of the union between Egypt and Syria known as the United Arab Re- 
public. Yemen has now associated itself with the republic in a 
federation. Announcement of Egyptian-Syrian union was followed 
by the announcement of a federation between Iraq and Jordan. This 
latter union has not been formalized as yet because of the requirements 
of constitutional processes. It is expected that it will be formalized 
in the course of the next several weeks after these processes have been 
completed. 

Senator Smiru. You mean between Iraq and Jordan? 

Mr. Rountree. Iraq and Jordan. 

Senator Smrru. Do you think the Egyptian-Syrian federation has 
been formalized according to their processes ? 

Mr. Rountree. It has been formalized according to their processes. 

Senator Smiru. And you might say their union is in being and the 
other is not quite yet. 

Mr. Rountree. That is right. We have in fact recognized the new 
United Arab Republic, which consists formally of Egypt and Syria. 

The Cuatrman. I think perhaps it would be better to let Mr. Roun- 
tree finish his statement and then we can ask questions. 

Senator Smirn. agree, Mr. Chairman, but as we go along there are 
certain things that raise questions in my mind. 

The Cuairman. He is doing this orally in addition to his written 
statement. 

Mr. Rountree. These federations in this move toward Arab unity 
have not been accomplished without stresses and strains among the 

countries of the area. 

As you know propaganda is at a fairly high pitch in the region at 
the present time. I think these and other difficulties demonstrate the 
restlessness which exists in an area of very great importance to the 
United States and to the free world as a whole. 


COMPONENTS OF MIDDLE EAST PROGRAM 


It is more important than ever that we have adequate resources 
with which to work in the Middle East and in South Asia. Each 
element of the mutual security program is significant in this regard. 

In order to attain our objectives in the Middle East and South Asia, 
it seems to me that there are three points which are quite essential, 
the achievement of which depends in very large measure upon the 
availability of funds in all of the categories for which we are seeking 
appropriations. 
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These are, first, to encourage the countries in their efforts to build 
up their security. 

Second, to assist the countries of the region in their great efforts to 
ahprove themselves economically. 

And third, to give support to friendly countries and peoples in 
order to demonstrate our sincere interest in their welfare and in their 
future. Each component of the mutual security program plays an 
essential part in achieving these objectives. Military assistance and 
related defense support are required to build security among these 
countries. Special assistance, technical cooperation, the Development 
Loan Fund, the contingency fund, are all needed to achieve our eco- 
nomic and political objectives. Additionally we have the continuing 
problem of the care of the Arab refugees for which we are seeking this 
year an additional appropriation. The money is needed in order to 
take care of these most unfortunate people. We hope, of course, that 
sometime in the near future more satisfactory arrangements can be 
made in terms of a settlement of some of the issues, which would 
permit a reduction in this responsibility on the part of the United 
Nations and the United States in particular. 

With that general statement, Mr. Chairman, my colleagues—Ad- 
miral Bergin and Mr. Bell—and I will be pleased to answer any 
questions which you might have. 

The Cuatrman. Thank you very much. 


PROCEDURAL MATTER 


In the first place, let me ask you whether you wish your oral state- 
ment to take the place of the written statement for.our records? 
They duplicate each other, I suppose. 

Mr. Rountree. No, sir, I think there is very little duplication ex- 
cept perhaps in my own statement. It was my understanding that 
you would wish the written statements to be submitted for the record. 
I hope this will be acceptable to the committee. 

The Cuatrman. We wish to make a record, although this is in 
executive session, which may be published. Should we submit it to 
you for correction ? 

Mr. Rounvrres. Sir, the normal procedure in past years, and I 
would assume and hope it would apply this year, would be that the 
written statements might be included in the record. They do not re- 
quire correction because they have been reviewed. 

We hope that we will be permitted to review the oral statement 
which I have made here and the answers to your questions which 
later will be made by myself and my colleagues before they are made 
a part of the permanent record. 

The Cuarrman. Very well. Now we would like to ask some ques- 
tions, if we may. 

You spoke, at one place, of countries receiving these offers from 
the Soviets and others, not realizing the obligations they were in- 
curring in accepting them. Isn’t that also true of any offers that we 
make to them ¢ , 

Mr. Rountree. [ Deleted. | 

The CHatrman. Have you any questions, Mr. Smith ? 

Senator Smiru. I have indeed. 

The Cuatrman. Go ahead. 
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QUESTIONS TO BE ANSWERED LATER 


Senator Smrru. Mr. Rountree, I have some questions prepared by 
my office and some that have been prepared by our staff which deal 
with the whole situation in your area. I am going to suggest that 
the staff questions be submitted to you to be answered at your con- 
venience so that we have a complete record of things which have 
been troubling us. I am going to pick out some of those as specific 
questions to you but not all of them, because I hope that we can have 
them all submitted to you for answers. I think it is too much to deal 
with in just one morning’s session and we have other witnesses, so 
I do not want to encumber the time by asking all of them. 

Mr. Rountree. We will be pleased to submit answers. 

(The unclassified portions of the questions and answers referred to 
are as follows :) 


RESPONSES TO QUESTIONS SUBMITTED BY THE SENATE FOREIGN RELATIONS CoM- 
MITTEE RELATING TO THE MUTUAL SECURITY PROGRAM FOR NEAR EAST AND 
SoutH ASIA 

CEYLON 


“1. The Christian Science Monitor March 13 cited Ceylon as ‘an example of 
the challenge the United States foreign aid program faces from the Sino- 
Soviet bloc.” American aid of all kinds to Ceylon has totaled about $25 mil- 
lion, of which almost half has been in emergency food relief and CARE pro- 
grams. Sino-Soviet aid has reached almost $60 million. The proposed United 
States program for 1959 is $1.6 million in technical assistance. Meanwhile, the 
per capita gross national product in Ceylon has declined from $133 in 1955 to 
$119 in 1957. Is the administration satisfied with the trend of events in Ceylon? 
Does it regard the proposed 1959 program as adequate?” 

- This question was answered orally below. 


EGYPT 


“2. No program is proposed for 1959. Would the revival of a technical 
assistance program offer any hope of improving Egyptian-American relations?” 
Answered orally below. 
INDIA 


“3. (4) Would the administration welcome or oppose congressional action to 
add the sense of Senate Concurrent Resolution 74 to the policy statement of the 
Mutual Security Act? The resolution, introduced by Senators Kennedy and 
Cooper March 25, reads as follows: 

“*Resolved by the Senate (the House of Representatives concurring), That 
the Congress recognizes the importance of the economic development of the 
Republic of India to its people, to democratic values and institutions, and to 
peace and stability in the world. Consequently, it is the sense of the Congress 
that it is in the interest of the United States to join with other nations in 
providing support of the type, magnitude, and duration, adequate to assist India 
to complete successfully its current program for economic development.’ ” 

Discussed orally below. The administration’s position will be submitted to 
the committee separately by letter. 

“(b) What would be the administration’s reaction to a proposal to make the 
balance of the Indian wheat loan repayable in rupees instead of dollars?” 

Answered orally below. 

“(oe) Is the $225 million loan for India, announced March 4, the total assist- 
ance contemplated for the Indian second 5-year plan or is it merely the 1958 
installment?” 

Answered orally below. 

“(d) [Deleted.]” 
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ISRAEL 


“4, In the Washington Star of March 18, Dorothy Thompson referred to a 
request from General Dayan for atomic weapons. Has such a request been 
made? How has it been answered, or how is it proposed to be answered ?”’ 

Answered orally below. 

JORDAN 


“5. The presentation book shows that Jordan spends 21 percent of its gross 
national product on defense, and its gross national product per capita is $103. 
Is there any prospect of ever bringing about stability so long as this situation 
continues?” 

The relatively high rate of defense expenditure is caused by the country’s 
internal and external security requirements. The prospect of bringing about 
economic stability and a gradual reduction of foreign aid to Jordan depends in 
large measure on the successful integration of Iraq and Jordan in the Arab 
Union. [Deleted.] 

“The presentation book (p. 103) also says: ‘Normally self-sufficient in wheat, 
Jordan does not afford the possibility of local currency generation through sales 
under section 402 or Public Law 480.’ Is there no commodity other than wheat 
that can be used under these laws?” 

While Jordan imports small amounts of a few commodities which are surplus 
in the United States and eligible for section 402 or Public Law 480 sales, possi- 
bilities of meeting even a small part of the funding requirements for budget 
support by means of foreign currency sales are extremely limited. In addition, 
timing is a key factor of the budget support program for Jordan and the time 
required under existing conditions to generate local currency to use for this 
purpose through a commodity import program would be a problem. 

The commodities Jordan now imports that might be available for foreign 
currency sales appear to be limited to rice, vegetable oil, and ghee. In fiscal 
year 1957, Jordan imported from all sources about $2 million of rice and $1.8 
million of vegetable oil and ghee. Jordan has not requested a Public Law 480 
sales program. The size of a Public Law 480 sale would depend in large part 
upon Jordan’s absorptive capacity for additional imports since Public Law 480 
requires that sales may not interfere with usual marketings of the United States 
or unduly disrupt world prices of agricultural commodities. Furthermore, the 
conditions under which Public Law 480 sales proceeds may be made available 
for use by the purchasing country, as prescribed in section 104 of the act, are 
such that it would be difficult, if not impossible, to meet requirements for grant 
assistance for essential budget support through this means. 


LEBANON 


“6. The presentation book (p. 109) refers to an English language teaching 
project which has 3,000 students and which, the books says, ‘has been an out- 
standing success.’ The United States Information Agency also sponsors such 
projects in various countries. How much overlap is there? Should this kind 
of activity be solely within the jurisdiction of one agency or the other?’ 

This project was established in 1953 and now gives instruction in English to 
adults in Lebanon for whom “after work” instruction is the chief means of con- 
tinuing their education and acquiring languages. Most of the students are 
government and municipal officials, teachers, and members of labor unions, the 
Armed Forces and the business community. 

The project has made possible more effective cooperation between United 
States technicians and Government of Lebanon employees, and Lebanese citi- 
zens throughout the country. 

There is no overlap between the United States Information Agency's activities 
and those of USOM/Lebanon. This is a cooperative project between the Gov- 
ernment of Lebanon, USIS, and USOM. The USIS/Lebanon supplies a full-time 
specialist in English language teaching as project supervisor. USOM/Lebanon 
finances employment of local part-time teachers of English, and the Government 
of Lebanon furnishes the facilities. 

Twenty-five English language centers operate in the five provinces of Lebanon, 
with approximately 170 classes now meeting in the evenings 5 hours per week, 
and there are requests for classes in additional areas. One hundred locally 
employed Lebanese teachers are supervised by the American project supervisor 
and his Lebanese counterpart supervisor. Monthly teachers’ meetings are held ; 
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a full series of American textbooks are in use; and a continuous program of 
in-service teacher training is carried on. 

Because of the popularity of this program with a large segment of the popula- 
tion and its value as a direct link between the people, their government, and 
USOM/Lebanon, phasing out has not been considered desirable for the immediate 
future. <A service-type project of this nature should have value so long as the 
Ministry of Education continues to have great interest in and enthusiasm for 
the benefits offered through this project. 

It is believed that this kind of a project can be better carried out as a joint 
effort with all agencies cooperating. 

The American embassy endorses and supports this program as one of great 
importance to the common interests of the United States Government and the 
Government of Lebanon. 

SAUDI ARABIA 


“7. In a report March 20 on the local fighting in Muscat and Oman, the New 
York Times said: ‘Last August the British captured a considerable number of 
United States-made, modern land mines near Nizwa. * * * The supposition was 
that the mines had come from stocks given to Saudi Arabia, or possibly stolen 
elsewhere.’ What is the executive branch comment?” 

A small number of land mines of United States manufacture were found in 
inner Oman during the trouble last August. They were of a very common type 
which the United States had made available, through MAP over a considerable 
period some years ago, in substantial quantities to countries throughout the 
world, including several countries in the Middle Hast. It was not possible to 
trace the source of supply of these mines. 


SUDAN 


“8. What is the status of the negotiations for an aid agreement?” 

This question was asked by Senator Smith. The answer given by Mr. Roun- 
tree was: 

“We have concluded negotiations for agreement which we hope will be signed 
today or tomorrow.” 

The bilateral agreement was signed March 31, 1958. 


PALESTINE REFUGEES 


“9, What steps are contemplated to bring this problem nearer a solution?” 
Answered orally below. 
NEAR EAST AND SOUTH ASIA 


“10. What are the reasons for the decrease in military and special assistance 
to the Near East and south Asia countries in the fiscal 1959 budget?” 

In military assistance the decreases occur in the programs for 3 countries. 
We are currently in a period of transition from conventional type to modern 
type weapons. Consequently, in order to avoid overprograming on conventional 
type and to allow adequate funds for modern type in the special materiel pro- 
gram, force improvement (conventional) items in our regular country programs 
were restricted to highest priority units. Furthermore, part of the differential 
is due to the need to comply with the terms of a United States commitment. 
[ Deleted. ] 

As to special assistance, the presentation book describes the proposed uses of 
such funds in the Near East-south Asia as foreseen for both fiscal year 1958 and 
fiscal year 1959. To make a comparison of the assistance proposed for countries 
on a comparable basis, the amount planned for contribution for the United 
Nations Emergency Forces in fiscal year 1958, $9,750,000, should be considered 
separately since no special assistance for this purpose need be included for 
fiscal year 1959. Thus the real comparison is between $49,795,000 proposed for 
special assistance to the countries in the Near East-south Asia in fiscal year 
1958 and $48,000,000 for similar purposes in fiscal year 1959, a net reduction of 
$1,795,000. 

It should be taken into account that the program proposals for fiscal year 
1959 represent estimates based on present evaluation and assessment of re- 
quirements. To the extent that needs cannot be foreseen accurately at this time, 
and can be specifically identified later, it would be necessary to make provision 
for them during fiscal year 1959 operations from the contingency fund which is 
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being proposed on a nonregional basis. A similar practice was followed in the 
original planning for fiscal year 1958. [Deleted.] 

“11. Please give us your analysis of the implications of (1) the formation of 
the United Arab Republic.” 

The formation of the United Arab Republic has been facilitated by the general 
Arab desire for greater unity of the Arab world. It also reflects the strong 
nationalist trend now current in the Near East. It is difficult to assess the im- 
plications of this step for the future, inasmuch as the United Arab Republic 
is still in the process of consolidating itself. Much will depend upon the atti- 
tude adopted by the United Arab Republic in its relations with states inside and 
outside the Near East. 

(2) Recent vesting of foreign policy and defense powers in Prince Faisal 
of Arabia.” 

On March 22, a Saudi Arabian decree granted to the Chairman of the Council 
of Ministers (Crown Prince Faisal) authority for the planning of internal and 
external and financial policy and for supervising the implementation of this 
policy. Information available to the Department on this development indicates 
that it has been essentially an internal matter designed to spread the burden 
of administration within the country. As far as is known, this move does not 
foreshadow any marked or dramatic change in Saudi Arabia’s orientation or 
foreign policy. There have been a number of unsubstantiated reports that 
Prince Faisal has also assumed responsibility for defense in Saudi Arabia. 

“12. At the fifth national conference on International Economic and Social 
Development at the Statler Hotel on February 26, Mr. A. J. Meyer, associate 
director of the Harvard Center for Middle Eastern Studies, stated that if exist- 
ing rates of local capital investment and external aid in the Middle East, are 
continued, the middle eastern nations will be able to make appreciable progress 
toward economic growth. 

“Would you agree with this analysis?” 

Not entirely because the general area of the Middle East is neither homo- 
geneous, Officially defined, nor united in any uniform regional sense. It is ua 
little difficult to see how this general phrase for such a broad and diverse geo- 
graphical area can have specific meaning for the individual countries in the 
area whose situations vary radically depending upon the material and financial 
resources which they now have or which they have any present prospect of 
obtaining. 

Unofficial notes taken during the course of Mr. Meyer’s talk indicate that 
he raised a number of serious questions which countries in the area must face. 
These involve such issues as the effect of social structure on productivity, 
problems of production and investment, potential markets and terms of trade, 
and rate of population increase versus economic growth. Mr. Meyer indicated 
also his belief that some of the present rates of investment he observed were 
capable of supporting a growth rate at best only barely adequate to keep pace 
with population increases; he seemed to think this minimum might be met. 
He also noted that countries in the area were still capital hungry for their major 
development needs. 

Maintenance of per capita national product to match the growth in population 
may well be considered the minimum reasonable target. However, indispen- 
sable this might be to avoid retrogression, prevailing living standards are so 
low that pressure toward a net improvement per capita can reasonably be ex- 
pected to increase. 

In the Near East and south Asia area there are a number of key countries 
where the population growth rate is high enough to require an intensive devel- 
opment effort to maintain even the present standard of living. Gains above this 
minimum level, in those few countries which have achieved them through their 
own resources, foreign private investment, and assistance from abroad, have 
not attained a stage where such countries are willing or able to forgo further 
domestic development in order to help other countries in the area. 


IRAN 
“13. [Deleted.]” 


“14. [Deleted.]” 
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PAKISTAN ATTITUDE TOWARD AID 


Senator Smiru. Before I get to that there is a question presented to 
me which I would like to ask you. 

How do we explain on the floor of the Senate the recent Pakistan 
announcement that if she does not get aid from the United States she 
may need to turn to the Soviets for help? How are we going to ex- 
plain that when we are arguing for the Pakistan aid part of this pro- 
gram? We hate to be held up at the point of a gun, “Do this or 
else.” 

Was that the intention of the recent announcement of the Pakistan 
position ? 

Mr. Rountree. I do not believe that was the intent of the state- 
ment by the Prime Minister, Senator. The Pakistani Government 
has adhered to policies which I think reflect an attitude of understand- 
ing of the real issues in the world and the intentions and the ee 
poses of the Soviet Union. I might say that the statement to which 

ou referred, of March 8, I believe, was made during a debate in the 

arliament. I do not believe that 1t reflects an intention on the part 
of the Pakistani Government to alter its policy with respect to its 
relations with the United States. 

Senator Smirn. Of course we support Pakistan because of their re- 
sponsibilities in the Baghdad Pact and SEATO. We are not arming 

akistan to be strong against India for 1 minute. 

Mr. Rountree. Our program is not designed against India. 

Senator Smiru. My Indian friends say “You continuously give 
Pakistan more arms and there can only be one purpose, to make them 
strong enough to commit aggression on us if they want to.” I have 
tried to show how ridiculous that was but I think we have got to 
clarify that. Let me ask you this. 

You say that our military aid to Pakistan is to help them fulfill 
their obligations as members of the Baghdad Pact, is that correct ? 

Mr. Rounvrree. That is correct. 

Senator Smiru. And also SEATO? 

Mr. Rounrrer. It is to help them to maintain a reasonable de- 
fense force, and in this regard we take fully into account their re- 
sponsibilities as a member of the Baghdad Pact, and SEATO. 

The purpose of our aid program in Pakistan obviously is not and 
could not be to enable Pakistan to pose a threat to India or to any 
other country. Its purposes are purely defensive. 


INDIAN ATTITUDE TOWARD PAKISTAN PROGRAM 


Senator Smrrxu. Do you find, Mr. Rountree, in your talks with the 
Indians, that they now feel better about that than they did a year or 
so ago? 

Mr. Rountree. I think that we have so often explained to the 
Indians the purposes of our military programs generally and of our 
program in Pakistan in particular that there should be no question 
as to their understanding of those purposes. That is not to say that 
the Indians are pleased with our military aid to Pakistan, but I be- 
lieve they understand the motivation. 
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Senator Smirn. I am glad to have that statement from you in the 
record. I want to turn to this memorandum by our staff concerning 
the different questions to which we want to have department replies. 


ADEQUACY OF AID TO CEYLON 


As I say, I will not ask all these questions but there are a few I will 
want to ask you. The first one is Ceylon and here is the statement. 

The Christian Science Monitor of March 13 cited Ceylon as— 
an example of the challenging the United States foreign aid program faces 
from the Sino-Soviet bloc. 

American aid of all kinds to Ceylon has totaled about $25 million, 
of which almost half has been in emergency food relief and CARE 
programs. — se. 

Sino-Soviet aid has reached almost $60 million. The proposed 
United States program for 1959 is $1.6 million in technical assistance. 
Meanwhile, the per capita gross national product in Ceylon has de- 
clined from $133 in 1955 to $119 in 1957. Is the administration 
satisfied with the trend of events in Ceylon, and does it regard the 
proposed 1959 program as adequate? I am very much interested in 
this question because I knew the Ceylonese Ambassador who just left 
here recently very well, and I always felt that his presentation about 
their situation was a very neesuaite one and that he was working in 
good faith. 

Mr. Rountree. Yes. 

First, Senator, let me say that we contemplate in the forthcoming 
fiscal year that Ceylon may submit applications to the Development 
Loan Fund, which as you know, is not apportioned by countries in the 
presentation. 

Therefore, the figure of $1.6 million does not reflect the whole in- 
tention of the United States with regard to possible aid to Ceylon. 

Senator Smirn. I rather assumed that that did not reflect the ex- 
tent of our aid. As you say, there would be some more moving 
through the Loan Fund. 

Mr. Roun'rrer. Of course we have extended assistance to Ceylon 
and possibly will extend further assistance to Ceylon under Public 
Law 480. Our purpose is, to the extent that our resources make it 
possible, to undertake programs that will make a reasonable con- 
tribution to the solution of the Ceylonese development problem. 

IT might say that there has been concern expressed in various quar- 
ters about the trend of developments in Ceylon following the elections 
and the change in government. ‘That was almost.2 years ago. [De- 
leted. | 

I visited Ceylon myself recently, had talks with a number of Ceylon- 
ese Ministers, the Governor General, the Prime Minister, and I must 
say that I came away with a feeling that the situation in Ceylon has 
been exaggerated in terms of United States relations. 

Senator Smira. Who would exaggerate that? Have the Russians 
exaggerated the Ceylonese conditions ? 

Mr. Rountree. [{ Deleted. ] 

Senator Smirxu. We have all heard that. We have all been some- 
what concerned about it. 
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Mr. Rounrrer. I would say this: Ceylon had a very serious flood 
recently which caused great damage and they asked us to assist in a 
number of ways. We responded. We sent elements of the fleet there, 
an aircraft carrier with helicopters to provide emergency supplies for 
areas that had been cut off from the supply routes, to provide medical 
assistance, and so forth. 

They did a superb job, and they were in a position to do it quickly. 

We have extended other forms of aid to C eylon in connection with this 
disaster, and this has had, I think, a very good effect on the general 
eylonese attitude toward the United States and the understanding of 
the Ceylonese people of the purposes of the United States in its assist- 
ance programs in that part of the world. 

I would say that the Ceylonese are a democratic people. They are 
extremely je: alous of their independence and they are devoted I think 
to the principles of democracy. 

I think there are a number of Ceylonese who feel that a degree of 
Socialism in Ceylon is an answer to many of their problems, but in 
terms of their general determination to maintain their independence 
and their democratic system, and their general disposition toward 
cooperation with the free world, I believe that the situation is 
encouraging. 

Senator Smiru. Do they follow India’s neutralist line ? 

Mr. Rountree. They do pursue a neutralist policy, yes. I think 
they are strictly avoiding association with what is called either power 
bloe—that is, strictly avoiding membership in any kind of defense 
pact. 

Senator Smiru. We haven’t invited them to join any kind of pact. 

Mr. Rountree. No. 

Senator Smirn. We have refrained from that. 


SPECIAL EMPHASIS ON INDIA 


I do want to ask about India. We had recently on the floor a very 
eloquent and able ee by one of our distinguished Senators, Sen- 
ator Kennedy, joined by Senator Cooper, who was our Ambassador 
there, for India. I have some notes here on the issues that seemed to be 
raised by their presentation. 

I wanted to get your answers to these questions because it seems to 
me we have to consider them ver y seriously. 

Would the administration welcome or oppose congressional action 
to add the sense of Senate Concurrent Resolution 74 to the policy state- 
ment of the Mutual Security Act? 

The resolution, introduced by Senators Kennedy and Cooper, March 
25, reads as follows: 

Resolved by the Senate (the House of Representatives concurring), That the 
Congress recognizes the importance of the economic development of the Republic 
of India to its people, to democratic values and institutions, and to peace and 
stability in the world. 

Consequently, it is the sense of the Congress that it is in the interest of the 
United States to join with other nations in providing support of the type, magni- 
tude, and duration, adequate to assist India to complete successfully its current 
program for economic development. 

What would be the administration’s reaction to a proposal to make 
the balance of the Indian wheat loan repayable in rupees instead of 
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dollars? Would the administration feel it wise or unwise to adopt a 
special resolution like that covering one specific country like India? 

Mr. Rounrrer. Senator, if I may, since you asked for the position 
of the administration, on a very important question, I would like to 
defer such a formal answer at the moment and submit it for the record. 

I should like to observe in a slightly different sense that I warmly 
welcome this indication of a growing understanding of the problems 
of India and a willingness to support the concept of substantial assist- 
ance to India in its development program, and also the suggestion 
that other countries of the free world join in efforts to meet the sub- 
stantial requirement for a reasonable level of economic development 
in India. 

I would like to say this; that India and the success of the develop- 
ment program there is terribly important. We believe that the success 
of development programs in other countries is also very important. 

I am not sure that it is desirable to single out a particular country 
from many nations which do have urgent requirements for aid. 

Senator Smrru. It troubles me a little bit also to pick out one of the 
many. 

Mr. Rountree. But I do welcome this reflection of an interest in and 
an understanding of the problems of an important country. 

Again, I cannot say whether in light of the needs of many countries 
that the resolution is a good thing from the administration’s point of 
view. I would rather submit the answer later. 

Senator Smiru. I would rather have you do it that way but we 
are faced with this problem. 





REPAYMENT OF INDIAN WHEAT LOAN IN RUPEES INSTEAD OF DOLLARS 


Now the next question about India is this: What would be the 
administration’s reaction to a proposal to make the balance of the 
Indian wheat loan repayable in rupees instead of dollars? 

Mr. Rountree. This is an action that is now being actively con- 
sidered by the administration. 

Senator Smiru. Is the $225 million loan for India announced 
March 4 the total assistance contemplated for the Indian second 
5-year plan or is it merely the 1958 installment ? 

Mr. Rountree. That is not necessarily the total amount. Of 
course, possible additional loans would depend on congressional 
authorization of additional lending authority to the Export-Import 
Bank and the Development Loan Fund. 

The utilization of the present loans is being speeded up consider- 
ably. Obviously these loans will not meet the total Indian foreign 
exchange requirement for its second 5-year plan. 

Senator Smirn. The next question is this. 

The presentation book says [deleted]. 

Senator Smirn. Going back a little bit, do you feel that the Paki- 
stan-Indian conflict is based fundamentally on religious differences 
between the Moslems and the Hindus? 

Is that the reason for the partition and does that religious feeling 
stir up conflicts? 

Mr. Rountrer. That was the original basis of the partition. 

Senator Smrru. I know that. 
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Mr. Rounrres. There is no question that religious aspects have 
contributed and continue to contribute somewhat to the strained 
relations between the two countries. 


ALLEGED ISRAELI REQUEST FOR ATOMIC WEAPONS 


Senator Smiru. I want to take up now Israel. 

In the Washington Star of March 18, Dorothy Thompson referred 
to a request from General Dayan for atomic weapons. Has such a 
request been made? How has it been answered, or how is it pro- 
posed to be answered? MHave the Israelis progressed so far that 
they can use atomic weapons in their setup? 

Mr. Rountree. No, sir. This is, so far as I know, totally without 
foundation. 

I know of absolutely no request that has been made and no con- 
sideration has been given to any such aid. 

Senator Sarr. rs glad to get that reply because it seems to me 
it would be a terribly dangerous thing for us to do in that area. 

Mr. Rountres. I might say, sir, that I had not heard this report 
before. 

I believe that escaped my notice entirely. 

Senator Smrru. This note says that Dorothy Thompson referred to 
a request from General Dayan for atomic weapons. I had not heard 
of it before I saw this memorandum. 


SITUATION IN JORDAN 


Jordan is vitally important in the whole Near East picture. 
There is the possibility of a Jordan-Iraq hookup. 

The presentation book shows that Jordan spends 21 percent of its 
gross national product on defense, and its gross national product - 
capita is $103. Is there any prospect of ever bringing about stability 
so long as this situation continues ¢ 

Mr. Rounrrer. May I answer the first part of that and ask Mr. Bell 
if he would be good enough to comment on it? Jordan has limited 
resources but has had the benefit of two annual payments or subsidies, 
first by the British, later to some extent by the Government of Saudi 
Arabia, and more recently financial assistance by the United States. 

Senator Smrru. The British support to the Jordanians has been 
cut off, hasn’t it? Are we the only ones assisting them now? 

Mr. Rountree. The British payments were greatly diminished as a 
result of termination of the Jordan treaty with Great Britain in 1957. 
This followed as you may recall the departure of Glubb Pasha in 
1956. 

In 1957, Egypt, Syria, and Saudi Arabia undertook to replace the 
British payment by a formula under which each would pay a stated 
percentage. 

Because of the, shall we say, strained relations between Jordan on 
the one hand and Egypt and Syria on the other, Egypt and Syria 
withheld their payments and have not undertaken to support the Gov- 
ernment of Jordan. Saudi Arabia did in fact meet its commitment 
and has met it up to this point. 

However, the requirements of Jordan for the most part for the past 
12 to 18 months have been met by the United States. 
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We anticipate the need for continued assistance to Jordan this forth- 
coming year. 

Senator Smiru. Is that policy reflected in the mutual security pro- 
gram as we have it before us now ? 

Mr. Rounrrer. Yes, sir. Now there are certain developments that 
make it difficult to state precisely what form our aid will take or the 
magnitude of that aid to Jordan, the main development being the 
planned union between Jordan and Iraq. _[ Deleted. ] 

Sir, we have recognized, as I stated earlier, the United Arab 
Republic, that is the union between Egypt and Syria. 

enator Smirn. That means normal formal recognition without 
necessarily involving approval ? 

Mr. Rounrrer. Our attitude toward these matters depends upon 
the attitude of the peoples concerned, and as you know, this was sub- 
mitted to a plebiscite and was confirmed by a voting in both countries. 
The federation between Iraq and Jordan has not yet been formalized, 
but I have no doubt that it will be according to the present time 
schedule sometime about the middle of May, if my understanding is 
correct. There is no doubt that there have been stresses and strains 
between these two federations. 

Senator Smirn. I have further questions about Jordan but time 
is passing and I will leave them for presentation to you at a later 
time. 

[ Deleted. ] 

Senator SmirH. Does this mean that, in fact, the United States com- 
mitment will never be completed ? 

Admiral Berern. I can say that we will be in a position to respond 
with written answers. 

Senator Smirn. I think it is important to get this for the record. 

Admiral Berern. [ Deleted. ] 


INTEREST RATES ON UNITED STATES LENDING IN PAKISTAN 


Senator Smrru. There is another question here in that same con- 
nection. The presentation book, page 133, says: 

There have been difficulties delaying use of United States-owned local cur- 
rencies to be lent to Pakistan since the United States proposed interest rates 
have been higher than those prevailing in Pakistan or higher than the rate at 
which public agencies can borrow from the banking system. 

What rate has been proposed by the United States and what rate 
has prevailed in Pakistan? Mr. Dillon testified Thursday that the 
6 percent rate of the Development Loan Fund is lower than the rates 
prevailing in most foreign countries. 

Mr. Bewx. First let me say I do not answer specifically the question 
what rate has been proposed by the United States and what rate 
prevails in Pakistan at the moment. We recently had and currently 
do have under consideration a question raised by the Pakistanis in 
this connection, which in part derive from the number of different 
instrumentalities through which money is lent. 

They point out that the interest rates suggested have been some- 
what different in the case of Public Law 480 local currencies and 
the interest rates suggested for loans from ICA, for loans from the 
Export-Import Bank, and asked us to review this with them. 
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Senator Smrru. Is the purpose to make them all the same? 

Mr. Bretu. The purposes are different, which may well be the essen- 
tial answer to why the rates are different, but they have raised this 
more or less I think as a bargain position in the hope of being able 
to get all interest rates to be no higher than the lowest. 


ASSISTANCE TO THE SUDAN 


Senator Smirx. Again you will have an opportunity to furnish 
more information. Here is a question about the Sudan. What is the 
status of the negotiations for an aid agreement with the Sudan? 

Mr. Rountree. We have concluded negotiations for an agreement 
which we hope will be signed today or tomorrow. 

Senator Smirn. Does that give us a little more favorable or a little 
less favorable position in relation to Egypt ? 

Mr. Rountree. Certainly Egypt has not objected to our aid to 
Sudan. It should have no effect upon our relations with Egypt. 

[ Deleted. ] 


PALESTINE REFUGEES 


Senator Smiru. Now the last question I will ask you is about the 
Palestine refugees. This is a very important question in connection 
with the Arab-Israel conflict. What steps are contemplated to bring 
this problem nearer a solution ? 

I understand that the Arabs are not anxious at all to solve this. 
They want to leave it as a festering sore and have it ultimately serve 
as an excuse to attack Israel. 

Mr. Rounrres. I think, Senator, that the problem of solving the 
refugee issue in the absence of a solution to some of the other elements 
of the Arab-Israel dispute becomes almost insurmountable because of 
the broad implication of questions related to repatriation of the refu- 
gees or resettlement of the refugees. 

We have this matter under constant study and examination, but I 
regret to say that at present there is no apparent solution in sight. 
We earnestly hope that in the months ahead there can be favorable 
developments in this regard. This is one of the most distressing 
aspects of this Arab-Israel dispute, the existence of these people in 
very unfortunate and miserable conditions. We would like to see it 
settled as soon as possible, as would many other peoples, but until 
there can be some break, we will have to continue the program of relief 
and rehabilitation that has been in effect all these years. 

Senator Smirn. A friend of mine whom I met at the U. N. a couple 
of years ago, a very prominent Iraqi, said that he felt that Israel was 
willing to make a gesture of repatriation, which wouldn’t be accepted 
until a more favorable setup was offered for settlement of these 
refugees. 

| Deleted. } 

Has that been explored by us at all? Have you ever heard that 
before ? 

Mr. Rountree. Yes. 

Senator Smrirn. I mean a symbolic offer that was not expected to 
be accepted but serve as a face-saving thing which seems to be a 
stumbling block in getting these two peoples together. 
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Mr. Rountree. This general concept of the alternative of repatria- 


tion to Israel or resettlement elsewhere with compensation of course is 


_ important element of many suggestions for a solution to this prob- 
em. 

Senator Smira. Mr. Chairman, I am going to yield now. I will 
ask Mr. Marcy of the staff to present this entire memorandum and 
the questions we haven’t covered so that the record will be clear on 
the countries in your area. 

(See p. 297 for unclassified questions and answers. ) 

The CHarrman. We have other members of the committee here 
who may have questions to ask. 

Senator Smiru. I am aware of that. If they ask some of these 
written questions that will eliminatethem. I realize that. 

The CuHarrman. Mr. Hickenlooper, have you any questions? 

Senator Hicken.oorer. Yes. 


RELATIVE MILITARY STRENGTH OF INDIA AND PAKISTAN 


What are the comparative figures on the effective military forces 
of Pakistan ? 

Admiral Brrer. The effectiveness of forces information, as you 
know, is a very sensitive eo so if I may have it off the record. 

Senator Hickenioorer. I do not mean the effectiveness of the 
forces. By effective forces I mean the forces in being. What is the 
strength of the Indian armed forces and the Pakistani forces com- 
paratively? Isit2,or3to1? 

(Discussion off the record.) 

Senator Hicken Looper. I have been less than enthusiastic about the 
argument that India has got to step up her forces because the Paki- 
stanis are so threatening when India has at least a 3-to-1 advantage 
in military forces. 

Admiral Brrer. [ Deleted. ] 

Senator Hickenvoorer. I presume their intelligence is adequate. 
I was in both Pakistan and India this fall, and spent a day at one of 
the big airfields. It was very interesting. Their air force is small 
apparently, and I do not see that they’ve got any forces there that 
can threaten the military security of India. I have not been too 
convinced that the basic or the fundamental difficulty between Paki- 
stan and India is completely religious. I wonder if it isn’t fundamen- 
tally just materialistic—the question of territory, and who controls 
Kashmir. 

Mr. Rountree. The origin of the partition, as I indicated in answer 
to an earlier question, was largely religious, but I certainly agree with 
you that all the differences do not have religious connotations. 

Senator Hicken oorrr. I do not mean to say that religion is not an 
emotional thing between these countries. It has been from time im- 
memorial, as long as they have had divergent religions there. The 
military excuses that have been given for the diversion of certain 
moneys by India to increase her military strength have never made 
too much of an impression on me. 

Mr. Rountree. May I comment off the record on that ? 

Senator HickenLoorrr. Yes. 

(Discussion off the record.) 
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EFFECT OF DISCONTINUING AID TO INDIA 


Senator Hicken.Loorer. What would happen to India, in your 
opinion, if the United States said to India, “We have no more assist- 
ance that we care to give you. We will pull out and see what you can 
do with the collectivist friends with whom you associate so much.” 

What do you think would happen ? 

Mr. Rountres. I think it is possible that what would happen would 
be a very substantial trend toward communism in India and the dem- 
onstration that the Indians could not achieve their economic objec- 
tives, however limited, by true democratic means and through the use 
of a free enterprise system which is now used to a very considerable 
extent. 

Senator HickenLoorrer. Democratic government can be attained 
only through an ingrained determination on the part of the people to 
have a democratic government. 

In other words, democratic government is not generally achieved 
because of the kindheartedness of a certain hierarchy in power, such 
as Russia. 

If the Indians are to achieve democratic government, there must 
be a burning desire on the part of the Indian people for democratic 
government, and if that feeling is pretty deepseated among the Indians 
it ought to be able to survive even without aid. 

Mr. Rountree. I think the Indian people earnestly desire democ- 
racy, and with a reasonable degree of economic progress their demo- 
cratic institutions will be strengthened. Without it the dangers are 
they will become weakened. If you could assume that the vast major- 
ity of the Indian people really had studied this matter and come to 
the conclusion, as the American people have done, that democracy is 
here to stay and these democratic institutions must be defended at all 
costs, you might have a situation slightly different than that which 
prevails today. 

I think that the ability of the democratic processes to survive de- 
pends upon the success of those processes in meeting the aspirations 
of the people. 

ARAB REFUGEE RELIEF 


Senator HickeNn.Loorer. With regard to the Arab refugee problem, 
how much do we contribute to the support of the refugees, for instance 
in the Gaza Strip, in Jordan, and so on, and how much is contributed 
from other sources and what sources? 

Mr. Rountree. We contribute 70 percent, and our contribution in 
the current year will, when we make our final payment, total $23 
million. 

Senator Hickentoorer. How much do the Arab countries contribute 
to their brethren ? 

Mr. Rountree. The contribution on the part of the Arabs is very 
limited, and for the most part consists of contributions in kind. The 
major contributors are the United States and the United Kingdom. 
Other contributions are relatively small. 

France, Australia, New Zealand, Saudi Arabia, Jordan, Switzer- 
land, Sweden, Lebanon, Yugoslavia, the Netherlands, Pakistan, Bel- 
gium, Libya, Greece, Morocco, Iran, Sudan, Luxemburg, Austria, 
Syria, Egypt, Germany, Norway, Tunisia, Turkey, Liberia, Canada 
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and Monaco. Of all those, aside from the United Kingdom, the 
highest contributor is Canada. 

Senator Hicken.oorer. What does Jordan contribute? What does 
Egypt contribute? What does Lebanon contribute ? 

Mr. Rountree. Jordan, according to this schedule, contributes 
$70,000, Lebanon, $47,000. There have been some additional pledges 
recently made that are not reflected in these figures. They total about 
$3 million, but more than half of that was a contribution by Canada. 

Senator Hickenitoorer. How much does Egypt contribute ? 

Mr. Rountree. I believe Egypt contributes $184,000 in services. 


SETTLEMENT OF PALESTINE REFUGEE PROBLEM 


Senator Hickenwoorer. I have raised this question before for con- 
sideration. What would happen if a program of this kind were pro- 
posed? Israel would make an offer of repatriation and the settlement 
of genuine, well-founded claims to all the refugees who wanted to 
come back or wanted to get their claims settled. This would be 
coupled with an offer by the United States—alone if necessary—to 
make a money contribution, on some formula, to every refugee that 
would accept repatriation in some country other than Israel, provid- 
ing some of the Arab countries would take them, and coupled with 
the statement by the United States that beginning next year our 
contribution is going to be cut down X percentage, the next year 
some more, and 3 years from now is going to stop. Then we would 
be through contributing to this continuing problem there. 

We might make some kind of a package deal and see what the 
Arabs and the Israelis would do. Do you think there would be the 
slightest possibility of that suggestion getting anywhere ? 

I spent some time there in that area this year. I realize that it is not 
quite as simple as I have stated it. But something has to be done 
there. The Israelis cannot avoid their own share of responsibility. 
The Arabs—that is the Arabs who are refugees and the Arab countries 
who have been raising their voices—have their responsibilities too. It 
is not a one-sided question. The key to the whole question might be a 
definite announcement by this country that we are going to cut off aid 
at a definitely determined time in the future. 

Mr. Rounrrer. The element of repatriation, I think, inevitably 
would be involved in any settlement. 

Senator Hicken.oorer. It would have to be. That is part of what 
IT am talking about. 

Mr. Rounrrer. And likewise I think the question of compensation 
for those choosing not to be repatriated in Israel would be an ex- 
tremely important F element. 

The Secretary, back in August 1955, made a speech with the ap- 
proval of the President in which he set forth our ideas and policies 
generally with respect to this subject. 

Senator Hicken Looper. Yes, I am familiar with that speech. It 
contained some references to two of these things. 

It did not contain reference to the question that we might cut off 
aid one of these days. 

Mr. Rountree. The elements of the problem are not, of course, 
merely the disposition of these refugees, that is whether they go to 
Israel or to other countries. The fe: asibility of the suggestion would 
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depend in large measure upon such things as the willingness of the 
Arab States in the absence of a more general settlement with Israel, 
including settlement of borders and so forth, to accept the refugees. 
I was going to say that therefore it reduces itself really to the question 
of whether or not the threat to cut off aid to refugees would force a 
settlement of this problem. My own belief is that it probably would 
not, and that this would be an extremely difficult and unfortunate 
moment in which to make a pronouncement of that kind. 

Senator HickEnLoorer. You may be right. I don’t say that you 
are wrong on that. I certainly am not naive enough to think that it 
is just as simple as making some kind of an offer and having it 
accepted. There are complications of tremendous magnitude in- 
volved, not only with the Arab countries, but with Israel. But it 
seems to me that there has to be a definite termination to the program. 
We have been contributing for years—10 years since 1948—a humani- 
tarian operation on our part. 

I realize that repatriation has to have the consent of Israel. I also 
realize that there are some very great difficulties involved in that. 
Repatriation also involves finding some place for these people to go 
if they do not want to go back to Israel, supposing Israel made the 
offer. 

But new generations are coming along all the time. People are 
being born in these camps. It is a thing we cannot solve here this 
morning. I understand that. If there isn’t a proposal that we either 
offer this or we pull out—maybe not quite so rough as that—I pre- 
sume my grandchildren and their children will still be paying money 
into the refugee camps. 


REFUGEE STANDARD OF LIVING 


I want to ask just this one question more. What is the standard of 
living of the refugees compared to the standard of living which they 
had before they became refugees, that is, the mass of them? Some of 
them had property, I know that, but maybe 80 or 90 percent of them 
did not have property and were living in a very low estate when 
they left Israel. 

I have been told, and I do not know whether it is accurate or not, 
that their living actually is better so far as food is concerned than it 
was before they became refugees, and that they are very happy indeed 
there to continue this better living, low as it is. I am not saying 
it is a very high standard of living. I know it is a very low standard 
of living. 

Mr. Rountree. I have no doubt that in an area which has a very 
low standard of living, virtual starvation, if not starvation level, that 
there are among the refugees many who, with a guaranteed food sup- 
ply, fare as well from that point of view as they did before. But I 
would say that the general condition of the refugees is much worse 
than they would have fared if they had not been moved away from 

Senator Hickentoorer. They cannot move around. I mean their 
physical activities are limited. 

Mr. Rounrrer. I am speaking not only of that but from a food 
standpoint. UNRWA itself spends 14 cents a day per capita for 
food. There are certain exceptions for small children, babies, nursing 
mothers, pregnant women and so forth, but the average caloric intake 
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is 1,600. Of course, to those who visit the refugee camps, there can be 


no question as to the impression of misery. I have visited many coun- ] 
tries throughout the Middle East over a period of many -years and ; 
T have seen the poverty and misery which exist in some of these camps. 


Senator Hicxentoorer. Their physical movement is_ restricted 
greatly; there is no question about that. I have been told that | 
probably not 10 percent of the refugees actually had property. or ) 
things of value in Israel, such as land, flocks, and houses which they 
owned. 

Does that conform somewhat to your information ? 

Mr. Rountree. I would say that of the refugees who left Palestine 
not nearly all were property owners. The actual percentage, though, 
I just do not know. 

Senator Hickentoorrr. The result would be that any compensation 
or adjustment for property that had been taken over by Israel would 
be limited, first, to a very small percentage of the refugees, and sec- 
ondly, probably to a comparatively small amount. 

Some, without doubt, were affluent and owned a considerable amount 
of property, but I understand that many of them have already made 
settlements. 

Mr. Rountree. Well, sir, there has been and.there is currently 
being made a survey through the offices of the United Nations of 
properties in Israel of the Arab refugees. 

The amount of money involved is quite substantial. I do not recall 
the precise figures. [| Deleted. | 

So we are not really talking about small parcels of land and small 
holdings; we are talking about very substantial assets which were 
taken from the refugees as a whole. 

What I do not know now, but what I assume also would be incor- 
porated in this survey, would be the numbers of people for whom 
these claims have been made. 

Senator Hickenwoorrr. I think that is all, Mr. Chairman. 

The Cuatrman. Mr. Mansfield. 
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PROGRESS TOWARD SETTLEMENT OF REFUGEE PROBLEM 


Mr. Mansrrevp. Mr. Secretary, there was an amendment incor- 

orated in the Authorization Act last year which was proposed by 
Senator Humphrey and agreed to by the full committee which reads 
as follows: . 

In determining whether or not to continue furnishing assistance for Palestine 
refugees in the Near East the President shall take into account whether Israel 
and the Arab host governments are taking steps towards the resettlement and 
repatriation of such refugees. 

As I recall the discussion over that, the committee had reached 
the conclusion that relief could not go on forever. The purpose of 
the adoption of this amendment was to give a strong hint to the 
administration, to endeavor to do something about it. 

My question is what has been done. 

Mr. Rountree. Well, sir, we have had no success in our efforts, but 
efforts continue to be made, primarily through the United Nations. 

We are in touch with the Secretary General and others in the 
United Nations with respect to this matter. 

Weare giving it constant thought. | 
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Unfortunately a situation has not presented itself in which progress 
has been made or could be made. Meanwhile it has been decided that 
it was in our interest to continue assistance along the lines of the aid 
being rendered through UNRW4A in past years. 

Senator MansFieb. Mr. Secretary, this is in your field of authority 
and responsibility. Have any plans been proposed by this admin- 
istration seeking to bring this matter toa head? I would like to read 
the committee’s statement which I am sure you are aware of. It reads 
as follows: 

This new statement reflects the committee’s view that the United States is 
not going to continue indefinitely to contribute to relief with no concrete evi- 
dence on the part of states directly concerned that they are willing to take 
steps for the resolution of the problem. 

The committee intends to reexamine this situation very carefully next year 
to ascertain whether continuation of this assistance is justified. 

To repeat the question, Has the administration come up with any 
specific proposal to bring an end to this continuing problem ? 

Mr. Rounrrer. [ Deleted. | 

Senator Mansrietp. Mr. Secretary, if I understand you correctly, 
what you have been doing this past year is what you have been doing 
in previous years. There has been no specific proposal made by the 
administration and it is recommending a continued contribution on 
our part, together with other nations, to take care of these refugees 
on a daily, a weekly, a monthly, a yearly basis, is that correct ? 

Mr. Rountree. It is correct that we are asking for such a continua- 
tion. | Deleted. | 

We strongly believe that it continues to be in our interest mean- 
while to continue this program through UNRWA. 

I earnestly hope that something can be done to solve this problem 
but it has not been possible up to this point to do so. 

Senator Mansrietp. Now another question. Is Libya in your 
territory ? 

Mr. Rounrree. Yes, sir. 


WITHDRAWAL OF BRITISH SUPPORT FROM LIBYA 


Senator Mansrietp. Are the British withdrawing a sizable number 
of their troops from Bengazi and other areas this year ? 

Admiral Brrern. That happens to be in the area that will be dis- 
cussed on Monday. [ Deleted. | 

Senator Mansrrevp. Could you give the committee the figures ? 

Admiral Bere. I think the committee will get them Monday if 
you could wait that long. I do not have the specifics at the moment 
but I will look them up. 

Senator Mansrietp. They are withdrawing their forces in sizable 
numbers ¢ 

Admiral Beret. That is a matter under negotiation now. 

Senator Mansrretp. Are they reducing their financial payments? 

Mr. Rountree. I had better answer that. 

Yes, they are discussing now with the Libyans the question of 
British financial aid to the Government of Libya. The British do 
contemplate a reduction in the amount of the annual payments to 
Libya. 

Senator Mansrretp. [ Deleted. ] 
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Mr. Rountree. I do not think the financial figures are exactly cor- 
rect, sir. On the military I think your figures are approximately 
correct. 

Regarding the amount of the annual payments there are several 
aspects of the payment involved. I regret that I am not now prepared 
to say exactly what the totalis. [ Deleted. ] 

Senator Mansrievp. There will be a reduction. 

Admiral Brroin. Yes. 

Senator Mansrievp. Have they found any oil in Libya? 

Mr. Rounrree. Some oil has been found in Libya. The extent of 
it is not yet fully known. It is not being produced commercially at 
this time. 

Senator Mansrietp. What happens when the payroll of the British 
troops stationed in Libya is reduced to a considerable extent and the 
subsidy paid by the British Government to the Libyans ends? Who 
takes up the slack monetarily, financially ¢ 
Mr. Rountree. [ Deleted. | 
Senator Mansrievp. Now another question. 


LOANS TO INDIA 


How much money has India borrowed from this country since she 
has achieved independence? I would like exact figures for the record. 

Mr. Rountree. I had better check those figures, Senator. 

I have got a lot of figures here. I am not sure which of them you 
want. The grand total of our aid to India in the form of loans and 
sale of agricultural surpluses through December 31, 1957, was almost 
$990 million. But of that, approximately $360 million was sales for 
local currency of Public Law 480 surpluses under title I, and 
$1,860,000 was an Export-Import Bank credit. This total excludes 
the recent $150 million Export-Import Bank credit and the $75 million 
Development Loan Fund loan which was authorized after that date. 

Senator Mansrretp. You have the wheat loan of some years ago 
included, is that correct? 

Mr. Rountree. That is correct. I do not have the precise break- 
down, but in addition the IBRD has made available credits totaling 
$356 million. 

Senator Mansrretp. Those two figures are in addition? 

Mr. Rountree. Only the International Bank loan is in addition to 
the $990 million. 

Senator Mansrievp. Yes. 

Mr. Rountree. But the wheat loan is included in the $990 mil- 
lion. 






REPAYMENT OF LOANS AND INTEREST BY INDIA 


Senator Mansrievp. Has India paid the interest on the loans which 
have been advanced by this Government? My information is that 
she has, but I want to make sure for the record. 

Mr. Rountree. There is none due on the ICA program and they 
have paid promptly on the other loans. 

Senator Mansrietp. In other words, their payments on the loans 
they have both from this Government and from the World Bank and 
other sources have been good ? 

Mr. Rountree. They have been good; yes. 


a Sa AS NL? 
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Senator Mansrietp. They have honored their commitments. They 
have kept their pledges. 

Mr. Rounrrer. They have also made a settlement on the lend-lease 
silver due to us. 

Senator Mansrietp. Oh, they have? 

Mr. Rounvrrer. Yes. 

Senator MansrieLp. Do you have a figure on that ? 

Mr. Rountree. I will have to submit that for the record. 

(The information referred to is as follows :) 

Under the World War II lend-lease program the United States provided the 
then Government of India with 225,999,898 ounces of silver in order to help the 
war effort in that country. Under the terms of the agreement, the silver was 
due to be returned by 1957. 

India and Pakistan, the independent successor states to British India, agreed 
in 1956 on a division of the responsibility for the preindependence debt. India’s 
share was set at 172,542,107 ounces, and Pakistan’s at 53,457,791 ounces. 

India has completed arrangements for the return of its share, and a sizable 
portion is already physically present in the United States. The balance is set 
aside in India awaiting shipment. 

Pakistan has arranged to ship or has shipped approximately three-fifths of 
its share. The balance will be shipped in five equal installments ending in 
April 1962. 

Senator Mansrretp. Could you give us a detailed breakdown of 
grants and loans made to India by this Government, by the World 
Bank and other sources, and the status of repayment of ‘those loans? , 

The CuarrMan. You mean American sources, I take it? 

Mr. Rountrer. We can give you all but the other sources. 

Senator Mansrievp. I thought you mentioned the World Bank 
which is not an American concern. 

Mr. Rounrrer. I meant other foreign governments. 

Senator Mansrretp. Oh, no; I don’t mean to include the other for- 
eign governments. 

Mr. Rountree. American and International Bank sources, we can. 

Senator Mansrievp. If you will, would you include the details of 
the most recent loan made, where the funds have come from, and 
what the terms are? The reason I want this for the record is that 
I think India is a good risk. If India is not given some help the 
net result will be the emergence of China as the dominant Asiatic 
country and the one which will most likely exert the greatest influence 
in the years ahead. I want the record to show that, as a credit risk, 
India is good; and that, so far as I know, every request made by 
the Indians of this Government has not been for grants of any kind 
but for loans, including the wheat loan. 

Could you fill in the details ? 

Mr. Rounrrer. I will be glad to provide the details and I think 
it will demonstrate their repayment record is exceedingly good. 

Senator Mansrtetp. That is all, Mr. Chairman. 

(The information referred to is as follows :) 


DETAILED BREAKDOWN OF GRANTS MADE TO INDIA 


(a) United States aid 

United States aid programs in India authorized as of March 31, 1958, amounted 
to $1,215 million, including mutual security program and predecessor agencies, 
Public Law 480, titles I and II, and other grants and loans. The table which 
follows identifies the components and includes estimates for technieal coopera- 
tion and malaria eradication for fiscal year 1958. 
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Cumulative United States aid to India authorized as of Mar. 31, 1958 


[Million dollars] 
Mutual security program : 
Grants, mutual security program (including fiscal year 1958) 
Loans: 
Development assistance 
Development Loan Fund 


Total, mutual security program 


Other programs, excluding Public Law 480: 
Wheat loans of 1951 
Milo grant assistance, 1951 
Export-Import Bank credits 
Educational exchange grants 


Total, other 


Public Law 480: 
Public Law 480, title I: Sales for local currency (agreements as 
amended ) 


Dollar 
Local currency proceeds are to be used as follows: equivalent 
Reserved for United States uses 
Loans to India for economic development 
Grants to India for economic development 





! Public Law 480, title II: Emergency relief grants_______.___________ 4.9 
; Public Law 480, title III: Agricultural surplus commodities are 
k made available through voluntary agencies. The estimated 


ponent will be 3.5 percent repayable in 20 years; the balance at 5.25 percent and approxi- 
mately 15 years. Debt service can be made in rupees. 

2Includes $150 million Export-Import loan of 1958, final details of which are being 
worked out. Credit will be available to finance capital goods for projects in irrigation and | 
reclamation, power, mining, transport and communications and industry. Terms are 5.25 i 
percent, repayment in 15 years. Debt service in dollars. 


(b) India repayments and debt service experience 


India has had an excellent record in servicing its foreign debt, as well as in 
permitting the repatriation of private profits and capital. In addition to the 
repayments made on the official loans and credits extended by various countries, 
India has been meeting all interest payments. In 1948-49, India also drew 
$100 million from the International Monetary Fund with repayments completed 
on schedule in 1956. In 1957 India returned to the United States lend-lease 
silver, borrowed during World War II, valued at the market price for silver at 
the time of return at approximately $157 million. 


(c) Loans and credits to India 


The cumulative total of United States loans of dollars and local currency to 
India, including the recent $225 millon in credits authorized, is $780.7 million. 

The total of non-United States credits authorized as of March 31, 1958, was 
$295 million from Soviet bloc sources and approximately $1,018 million from 
free world sources other than the United States. 


value of the shipments has not been included in the cumulative 
totel.of Deli  Bintes. aid to Ene idn i siiak tes Sennne 
EL, Meee 2 20. INC UW. G00 on ak ceacecemernnadnann 367.3 
— 
Cumulative tetel, United States aid... ot ue 1, 215. 2 

From the foregoing total of $1,215.2: 
f Grants, $360.2. 

} Loans of dollars and United States owned local currency proceeds, $780.7. 

1 Agreement reached on loan program of up to $75 million to finance; Truck and bus 
components, $25 million; steel for railroad cars, $40 million ; equipment for cement in- 
dustry, $5 million ; equipment for jute industry, $5 million. Terms for the railroad com- 

: 
; 
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The status of the various loans and credits and repayments is detailed in the 


following table: 


Cumulative official foreign loans and credit authorized as of Mar. 31, 1958 














{Millions of dollars] 
Cumulative} Repay- 
amount ments Terms and other comments 
authorized made 
UNITED STATES LOANS 
Mutual Security: 
Development assistance 45.0 _......| 73 semiannual installments beginning Mar. 
(1955). 31, 1959, repayable in local currency. 
Development assistance Mele bisiwernn skews 73 semiannual installments beginning 4 years 
(1956). after first disbursement, repayable in local 
currency. 
Development assistance 47.5 _...-| 73 semiannual installments beginning 4 years 
(1957). after first disbursement, repayable in local 
currency. 
Total MSP development | Se 
assistance. 
Public Law 480 title I proceeds TRA Nin conntc deny 72 semiannual installments beginning 4 years 
(1957). after first disbursement, repayable in local 
currency. 
Development Loan Fund (1958) - TR eaccdiaceein Repayments will be made over a period of 
20 years for the railway project ($45 million), 
15 years for others. 
Wheat loan (1951).......--.---.- 189.7 | 2.3 | 59 semiannual installments beginning June 30, 
1957. 
Export-Import Bank---.-----.- BOE Pi ccetaiianinots $1.8 million (of 1957)—6 semiannual install- 
ments beginning Apr. 25, 1960; $150 million 
(19£8)—20 semiannual installments beginning 
Jan. 15, 1964. 
Total United States loans_ 780. 7 2.3 
— ——— Fe 
OTHER FREE WORLD 
IBRD (starting 1949) ......_--- 356. 4 | 24.8 | Varies. 
Germany (1958)_....------- 157.1 _...| Terms not announced, anticipate about $140.7 
million to be used to finance Rourkela steel 
mill, thereby postponing payments until 
third plan period. 
Japan (1958) ..-.--- 50.0 10 years from date funds for a particular trans- 
| action are allocated, to be drawn during 
next 3 years. 
Canada (1958) - -- -- 25. 0 7 equal annual installments beginning 3 years 
after shipment, which began about January 
| 1958. 
United Kingdom and ISCON TRS. fo cihankcs Terms not anncounced. 
Durgapur steel mill (1956). 
IMF credit (1948-49 and 1957) -- 300. 0 100.0 | Repayments on 1957 credit scheduled to begin 
1960-61. 
France (export credit guaranty) 55.0 J Terms would depend on individual transac- 
(1958). tions. 
| Total other free world_...- 1,017.7 124.8 | 
SOVIET RLOC ae Se 
U.S, 8. R. VHILAI steel plant 132.0 19.0 | 12 equal annual installments beginning 1 year 
j (1956) __- , * pie 2 ‘ skdse after drawing (about 1957-58). 
U. 8. 8S. R. various industrial 126. 0 | ...| 12 equal annual intsallments to begin after the 
projects (1958). completion of deliveries for any 1 industrial 
project. 
Czechoslovakia (1958) _.......--- 25.0 _...------} 8 semiannual installments beginning 1961. 
eee - 12.0 n. a. | Not available. 
Total Soviet bloc. ..------ 295. 0 9.0 
Total official loans and DT bvdansiandagwd 
credits. 





1 Estimate based on India budget. 


(ad) Grants to India 


Cumulative United States grants total $360.2 million. 








India has received 


about $186 million in grants from other free world sources, including the Colombo 
plan countries, United Nations, and Ford Foundation. 
has been negligible. 





Soviet bloe grant aid 






: 
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Senator Hicxentoorrr. Mr. Chairman, may I just ask two more 
questions ? # : 
The CuarrMan, Yes, certainly. 


ISRAEL ATTITUDE TOWARD REFUGEE REPATRIATION 


Senator Hickentoorrr. With regard to the refugee problem, am I 
correct in this: In the Secretary’s speech in 1955 and in other state- 
ments we have made the concrete suggestion that Israel should con- 
sider repatriation ; isn’t that true? 

Mr. Rountree. Yes, sir. 

Senator Hicxenwoorrr. Israel has refused ? 

Mr. Rountrreg. Yes, Israel has not officially accepted the principle 
of repatriation. 

Senator Hicxentoorer. They have considered it but they have re- 
fused to accept the idea of repatriation. 

Mr. Rountree. I think it would be more precise to say that Israel 
has not accepted the principle of repatriation. I do not know that 
it has iormatty refused. 

Senator Hicken Looper. That is a mild way to put it, I think. Is it 
not also true that we have attempted to get agreement from certain 
Arab countries to accept refugees as emigrants into those countries? 
I say we have attempted or proposed that. 

Mr. Rountree. The idea of repatriation, of resettlement of refugees 
in the absence of a broader settlement, has so clearly been out of the 
question we have not made such proposals to the Arabs. 

Senator Hickentoorrer. I thought we had explored the possibility 
of resettlement. 

Mr. Rountree. We have. 

Senator Hickentoorrr. The Arab States have not necessarily ac- 
cepted settlement or given any detailed conditions under which they 
would accept them ? 

Mr. Rountree. They have declined the idea of resettlement in the 
absence of repatriation and a broader settlement. 

Senator Hickenvoorer. Even before the amendment of last year, 
we have continuously attempted to explore this idea first of repatria- 
tion, and second resettlement, or both at the same time. So far as 
we are concerned, we have just met practically a closed door on both 
avenues. 

Mr. Rountree. That is correct. 

Senator Hicken.oorrr. At the moment the refugees are still sittin 
there with very little cooperation on the part of Israel and the Aes 
States for resettlement or repatriation ? 

Mr. Rounvrrer. Certainly there is very little cooperation by the 
various parties to a solution to this problem. 

Senator Hickentoorrr. There hasn’t been any cooperation, has 
there, except desultory talks or maybe some off-the-record remarks at 
informal occasions ? 

Mr. Rountree. We do not know of any such talks, sir. 

Senator Hicken oorer. That is all. 
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UNITED STATES ATTITUDE TOWARD BAGHDAD PACT 


The Cuatrman. Mr. Secretary, I would like to ask 1 or 2 supple- 
mentary questions. The first is what is the present United States 
attitude toward the Baghdad Pact ? 

Mr. Rounrrer. We are strong supporters of the Baghdad Pact 
although we ourselyes are not formally a member. 

We do participate in the various organs, the Military Committee, 
Economic Committee, Counter-Subversive Committee, et cetera, and 
we have observers at the Ministerial Council meetings which are held 
usually twice a year. We have supported the Baghdad Pact finan- 
cially and have left no doubt as to our own belief that the pact is a con- 
structive collective security organization which deserves our support 
and the support of the free world. 

We believe it serves a very useful purpose. 

The Cuarman. What is the attitude of other members of the pact, 
toward our sort of half membership ? 

Mr. Rountree. Most of the members of the pact would prefer our 
full membership. There is no doubt of that. I think, however, they 
realize the reasons we have not adhered to the pact. The policy of 
the United States as set forth in the congressional resolution last year 
has reassured them as to our general intentions with respect to the 
collective security of the area. 

This is, I think, not a great deal less than actual membership in the 
pact to reassure them as to our own support of the pact’s purposes. 


UNITED STATES ATTITUDE TOWARD KASHMIR PROBLEM 


The Cuatrman. Now a similar question. What is our present 
attitude toward the Kashmir question ? 

Mr. Rountree. We seek, by every feasible way, to contribute to a 
solution to this. 

We, of course, actively participate in the United Nations considera- 
tion of the problem. Wesupported the Graham mission which recent- 
ly went out and had discussions with the Governments of India and 
Pakistan. Dr. Graham is now back and he is submitting a report. 

We shall continue to do everything that we can to encourage a peace- 
ful solution to this. 

We believe that the United Nations should be used as the instrument 
primarily. 

The Cuatrman. In the meantime India’s position there is constantly 
more secure, is it not ? 

Mr. Rountree. You mean the position of India in Kashmir? 

The Cuarrman. It has not only kept its military forces, but in- 
creased its civilian population too, has it not ? 

Mr. Rountree. Yes, India has made clear its policy with respect to 
Kashmir and its belief that it constitutes a part of India. 

The Cuarrman. Did we make any remonstrance against that? 

Mr. Rountree. Our activity has been largely through the United 
Nations. The action of the United Nations in sending the Graham 
mission back out was a followup of various other measures to bring 
about a resolution of this problem. 
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There was early agreement by India and Pakistan to the United 
Nations resolutions calling for a solution of this problem by means 
of a plebiscite. It is our belief, that in the absence of some mutually 
acceptable alternative, both parties are committed to a plebiscite. 
But as a practical matter it has not been possible to bring about a solu- 
tion to this problem through a plebiscite or otherwise. 

The Cuarrman. Our attitude then is entirely negative at present ? 

Mr. Rountree. Our attitude is negative? 

The CuarrMan. Is that right? 

Mr. Rountrer. No, I do not think it is negative at all. Our atti- 
tude is that we support the efforts of the United Nations. 

Most recently we supported the Graham mission to go out and see 
if there is anything else that can and should be done to resolve this 
problem. That is not negative. 

We believe that it is a very serious problem and we would like to see 
it resolved. 

The Cuamman. Whether it is serious or not has nothing to do 
with my question. The question is whether we are seeking any solu- 
tion at present. 

Mr. Rountree. As I said, Dr. Graham has just returned, and be- 
fore deciding what the next step is or should be, we will have to see 
his report and consider it along with the others who are also con- 
cerned with it in the Security Council, 

The Cnarrman. Thank you. 


CONSIDERATION OF ASSISTANCE TO EGYPT 


Now just one question as to Egypt. Has there been any program 
proposed for Egypt during the coming year! 

Mr. Rounrrer. No, sir, we have no program presently scheduled 
for Egypt. 

The Cuarrman. Would the revival of a technical assistance pro- 
gram offer any hope of improving the Egyptian-American relations 4 

Mr. Rountree. Of course we would welcome, Senator, the re- 
establishment of conditions in which it would be feasible to resume 
cooperative programs in Egypt. 

We earnestly hope that that will be possible sometime in the future. 

The CuarrmMan. But nothing is being proposed ? 

Mr. Rountree, At the moment the situation is not such that we 
feel it will be feasible to undertake such a program. 


FAR EAST TESTIMONY 


The Cuarman. Thank you very much for your testimony. 

Gentlemen, we are very glad to have you here. We are sorry we 
kept you waiting so long but we were engaged in asking questions 
and getting answers from various witnesses on the Near East. The 
next witnesses who will speak on the Far Eastern operations and the 
mutual security program for 1959 will be Hon, Walter S. Robertson, 
Assistant Secretary of State ig Far Eastern Affairs, Dr. Raymond T. 
Moyer, regional director for Far East, International Cooperation 
Administration, and Capt. Berton Robbins, Jr., United States Navy 
regional director for Far East, International Security Affairs, De- 
partment of Defense. 

Gentlemen, will you kindly proceed ? 
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STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT SECRE- 
TARY OF STATE FOR FAR EASTERN AFFAIRS; ACCOMPANIED 
BY RAYMOND T. MOYER, REGIONAL DIRECTOR FOR FAR 
EAST, INTERNATIONAL COOPERATION ADMINISTRATION; CAPT. 
BERTON ROBBINS, JR., USN, REGIONAL DIRECTOR FOR FAR 
EAST, ISA, DEFENSE DEPARTMENT; AND LELAND BARROWS, 
DIRECTOR OF THE UNITED STATES OPERATIONS MISSION TO 
VIETNAM 


Mr. Rosrerrson. Mr. Chairman, I would like to say as far as I am 
concerned I was very glad of a little respite in the anteroom. I did 
not mind waiting in the least. 

The CuarrMan. Iam glad you enjoyed it. 

(The statements of the above witnesses are as follows :) 


STATEMENT BY HON. WALTER S. ROBERTSON, ASSISTANT SECRETARY OF STATE FOR 
FAR EASTERN AFFAIRS 


Mr. Chairman and members of the committee, I am glad of the opportunity 
to appear before you in support of the mutual security program on a scale 
which will not cripple its objectives. This committee is acutely aware of the 
importance to the security of the United States and the free world of the: 
continued freedom and independence of the non-Communist countries of the 
Far East. In our judgment the mutual security program is a bulwark of their 
freedom and is vital to our own safety. 

I shall address my remarks to the foreign policy considerations which govern 
our activities in the Far East under the Mutual Security Act. As program 
operations are conducted by the Department of Defense and the International 
Cooperation Administration, the specific programs will be covered by the state- 
ments of Capt. Berton A. Robbins, Jr., United States Navy, Far East regional 
director for International Security Affairs, Department of Defense, and by Dr. 
Raymond T. Moyer, ICA regional director for the Far East. 

The Secretary of State recently said that we live in an historic era of 
change. He drew attention to two great forces at work: Communist imperialism, 
and the drive for progress on the part of the ex-colonial peoples and those of 
the less-developed countries. These forces are conspicuously present in the 
Far East. 

Communism rose to immense power in the area when mainland China fell in 
1949. Today Communist China with its 600 million people, large army and 
modern air force regards its neighbors as potential satellites or provinces. It 
plans to make them so. The 12 million relatively unassimilated overseas Chinese 
in the countries of southeast Asia offer a potential fifth column which Communist 
China is vigorously attempting to exploit. 

Eight of the eleven Asian countries of the Far Eastern area have achieved 
their independence since the Second World War. They are determined to remain 
free. They are sensitive to any conceivable impingement upon their sovereignty. 
Their peoples demand of their governments economic progress, and their con- 
servative leaders are under great pressure to show evidence of it quickly. 
Despite the ever present military threat, a new emphasis has been placed upon 
economic development. Leaders of these countries must be able to answer the 
Communist assertion that only communism can provide them economic progress 
quickly. 

More than a third of the earth’s population—900 million people—dwell in the 
land and ocean area stretching from Japan, China, and Korea southward through 
southeast Asia to Australia and New Zealand. Here there are great contrasts. 
in development—Japan, Australia and New Zealand on the one hand, and some 
of the least economically developed countries in the world on the other. Here 
exists the greatest variety of cultures, creeds, and backgrounds of any of the 
major world areas. Here are areas of the greatest and of the least population 
pressure. Here are countries with abundant natural resources, and others 
where human resources constitute the only significant production factor. In 
free Asia are some of the most steadfast friends of the United States. In 
Communist Asia are some of its most unyielding foes. 
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Japan is the only great industrial complex among the Asian countries and 
1 of the 4 greatest industrial areas of the world. Its people are energetic and 
resourceful. They are pursuing a democratic way of life. Japan is a bastion 
of the free world. Upon its alinement with the free world depends much of 
the security position of the free world in Asia. Southeast Asia is rich in agri- 
cultural products and the raw materials of industry. Taiwan and the Philip- 
pines are indispensable to the island defense chain upon which we rely. The 
Republic of China is a major obstacle to the consolidation of Communist power 
in mainland China and to the extension of Communist domination over the 
important communities of overseas Chinese in southeast Asia. 

The position of the Republic of China in the United Nations has remained 
firm. It would be well to remember when people speak of our isolated position 
with regard to Red China that 43 nations of the world recognize the Republic 
of China as the lawful government of China. Only 17 non-Communist nations 
So recognize the Peiping regime. During the year the Republic of China estab- 
lished diplomatic relations with 5 additional countries. There were about 6,000 
overseas Chinese students studying in Taiwan, while the numbers going to Com- 
munist China declined, and hundreds of disillusioned students have made their 
way out of mainland China. 

The Republic of Korea stands as a symbol of determined military resistance 
to Communist aggression. I need not add that the prestige, honor, and safety 
of the free world are heavily engaged in Korea. 

The free nations of the Far East have more than 1% million men under arms 
which, together with our own forces, constitute the free world defense against 
Communist overt aggression in that area. These countries cannot support these 
forces unaided. Hence, the mutual security program provides substantial mili- 
tary aid and economic assistance within the defense support category. Seventy- 
One percent of the fiscal year 1959 global defense support request is proposed 
for Far Hastern countries. Three countries—Korea, Taiwan, Vietnam—account 
for 60 percent. 

In considering what I might report to the committee as the outstanding 
developments in the Far East during this last year, I concluded that there had 
been no real changes in the basic situation. There are, of course, important 
events which tend to reveal and emphasize the nature of the basic situation. 
This is another way of saying that our grave problems in the Far Hast are still 
with us. Perhaps the most significant trend was the increasing emphasis placed 
upon economic development by countries of this area, accompanied by the 
stepped-up activity of the U. S. S. R. and other Communist countries in the 
field of foreign economic assistance and trade. In their Manila communique of 
March 13 the SEATO powers drew attention to this Communist tactical shift 
away from direct military measures to enlarged economic, political, and cultural 
activities. 

I wish I could say that the Communist threat had receded in the Far East, 
and that the position of the free countries with our help had correspondingly 
improved. [I am obliged to say, however, that the situation will permit of no 
complacency. It requires and will require tireless effort and constant vigilance. 
Communist imperialism has no timetable. It has time. It conceives of its 
expansion in terms of decades and generations. It believes it can wear us out— 
that we will tire of the struggle and the cost, and let down our guard until too 
late to raise it again. 

I am sure that you will agree that however difficult the road may be, the 
United States must be prepared to persist indefinitely in whatever measures 
are necessary to meet the challenge we face today. I am confident that the 
American people will make whatever sacrifices are necessary once the issues are 
clarified and made known to them. To make sure that they are informed 
imposes a grave responsibility upon those in whom they have placed their trust. 

Permit me to highlight the existing situation in the Far Kast: 

1. There is still no evidence of any weakening of Moscow-Peiping solidarity. 
On the contrary Mao Tse-tung ringingly reaffirmed the close bonds between the 
two countries at the 40th anniversary of the Soviet revolution where he publicly 
acclaimed Moscow’s undisputed leadership of the Communist world. 

2. No country’s boundary has been changed in this year by Communist aggres- 
sion. No country has fallen prey to Communist subversion. 

8. The Communists remain strong in North Korea with approximately 650,000 
troops and some 600 to 700 modern airplanes. Even if the Chinese Communists 
do withdraw from North Korea, following their recent propaganda announce- 
ment of intention to do so, their withdrawal would be only to a point behind 
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the Yalu from which their return could be made with great speed. The Com- 
munists remain strong in Vietnam, with a puppet army in North Vietnam of 
from 350,000 to 400,000 men. On the Chinese mainland the Chinese Communists 
have an army of some 3 million men and hundreds of modern airplanes. They 
are steadily building up their military capabilities across the strait from 
Taiwan, where they have prepared jet airfields, railroads, and troop dispositions. 
In all our discussions with the Communist Chinese authorities in Geneva in an 
effort to arrange the repatriation of imprisoned Americans, including an ac- 
counting for some 450 missing military personnel, those authorities have, for 
more than 2 years, refused to renounce their intention to take Taiwan by force 
of arms if need be. 

4. Subversive efforts are continuous in all free Asian countries. A softening 
process is being applied on the political, economic, and social front in anticipa- 
tion of the day when large, sudden gains may be possible by military, revolution- 
ary, or other means. In South Korea, in South Vietnam, in Laos, in Cambodia, 
in Thailand, in Burma, in Malaya, in Indonesia, the machinery of subversion is 
employed conspicuously by the Communists for whatever gain it may bring. 
The increased strength of the Communists in Indonesia highlights the serious 
position there just at a time when lack of unity in the Government has led to 
potentially widespread civil strife with communism and Communist participation 
in government among the main issues. 

5. On the economic front, international communism bids for the favor of the 
aspiring, underdeveloped countries with offers of aid and promises of economic 
progress, 

The Soviet Union has now begun to back up its propaganda line with genuine 
economic development assistance in some areas. It has made offers of assistance 
to many individual countries. At the recent Communist-dominated Afro-Asian 
meeting in Cairo the Soviet Union offered unlimited “aid without strings” to all 
countries in Asia and Africa. 

At the meeting in Kuala Lumpur this month of the U. N. Economie Commis- 
sion for Asia and the Far East, the Soviet Union stressed Soviet readiness to 
expand trade and aid relations with the countries of the region. It urged the 
more extensive use of Soviet technicians in the development of these countries. 
And it offered technical training in the Soviet Union to a substantial number of 
students from the region. The Soviet Union also indicated its readiness to con- 
sider long-term purchase contracts for primary commodities. This latter sug- 
gestion probes a sensitive economic wound of the moment, as the Asian countries 
that are exporters of primary commodities are increasingly concerned over the 
recently declining value of such exports. 

The objective of the Communist economic offensive is to gain prestige and in- 
fluence in the underdeveloped countries, to identify nationalism and economic 
progress with adherence to communism, and to open the door to subversive agents 
operating under the guise of technicians. Respect for Soviet science and tech- 
nology was greatly augmented in the Far East by the recent Soviet demonstra- 
tions of competence in space technology. 

Only three countries—Burma, Indonesia, and Cambodia—have so far accepted 
aid offers from Communist bloc countries. Since 1955, Burma has accepted $38 
million in proffered credit aid from the Soviet Union and $4 million from Com- 
munist China. Indonesia, after protracted deliberation, and in view of its de- 
teriorating economic position, finally in February 1958 accepted with parlia- 
mentary approval a loan of $100 million from the Soviet Union negotiated in 
September 1956 of which about one-half will finance the purchase of ships from 
the U. 8S. S. R. Indonesia has also received a total of $9.4 million in credits from 
East Germany and Czechoslovakia, and a recent offer approximating $35 million 
from Communist China. Cambodia has received a grant of $22 million from 
Communist China. 

Communist China is playing an increasing role in the trade-and-aid offensive 
of the Communist bloc. It is expected to furnish 15 percent of the aid promised 
by the bloc to Far East countries, and it accounts for a high proportion of bloc 
trade with free Asian countries. 

6. A delicate situation exists in Laos. The 1954 Geneva Accords provided for 
unification of the country under the central government. The Communist- 
dominated Pathet Lao, however, refused to turn over to the Royal Government 
the two provinces under their armed control, using their defiance of this inter- 
national agreement to negotiate successfully in November 1957 a coalition govern- 
ment which netted them two cabinet positions, other administrative participation, 
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and legal status as a political party. 
dangerously in Laos. 

7. Cambodia’s foreign policy continues to be based on neutrality, and that 
country continues to show a determination to remain free and independent. 
In a speech to Cambodia students in Paris last October, Prince Sihanouk made 
this significant statement: “Without American aid * * * innumerable conse- 
quences would be in store for us * * *. At least for the present no replace- 
ment is possible except to become a satellite. Have we the means to be free 
once communized * * *? It is a question of the existence of our very race.” 

8. In our defense support and technical cooperation programs throughout the 
Far East, we have made necessary if unspectacular contributions to economic 
and political stability, to the defense posture, or to the economic development 
of the countries according to the nature of their problems and the specific appli- 
cations of assistance. Our technical cooperation programs in the several coun- 
tries of the Far East are generating benefits which will be realized gradually 
and will remain indefinitely. 

There are many factors affecting political stability in the underdeveloped 
countries besides the economic. However, over a period of years, a decade or 
more, the popular test of the success of national leadership may well be the 
adequacy of the rate of economic progress. If conservative or middle of the 
road leadership does not produce the popularly desired result, the peoples of 
these countries may be expected to listen attentively to the glowing, if illusory, 
promises of the extreme left. International communism takes full advantage 
of any opportunity to lend credibility to the loud claims of leftist contestants 
for popular political support. 

In the current struggle the shifting of emphasis to the economic front does 
not exclude the possibility of a return to direct military action where lassitude 
on the part of the free world invites such an action. We cannot afford fatigue, 
and if we understand our problem we will never let fatigue influence our 
judgment. 

To meet the array of threats which Communist imperialism presents to the 
United States and to the free world in the Far East, it remains our policy— 

(1) To deter, and where necessary to repel, Communist military expansion 
and infiltration by maintaining an adequately strong free world military pos- 
ture. It is in furtherance of this policy that we have negotiated security trea- 
ties with Japan and the Republics of the Philippines, Korea, and China, that 
we joined with seven other nations in the SEATO treaty of alliance against 
aggression in Southeast Asia and with Australia and New Zealand in the 
ANZUS defensive alliance. 

(2) To assist the free nations of the Far East to achieve internal security 
and political stability and to promote improved conditions of life for their 
people. 

Without the mutual security program our present free world posture in the 
Far East could not be maintained. This program is in three principal phases. 
These are military aid, defense support, and economic aid. Economic aid in 
this sense includes both technical cooperation and economic development assist- 
ance from the Development Loan Fund. 

In order that the peaceful life of a country may flourish, and economic prog- 
ress be realized, there must be political stability, freedom from the threat 
of military attack or insurrection, and sufficient resources available to finance 
economic development. If domestic resources—financial, human, and material— 
are drained away by defense expenditures, little or nothing may remain for 
long-term growth and development. And yet in the presence of the Communist 
threat the defense posture is a prerequisite of an independent national life. 

The defense posture of any country is a complex of political, military, eco- 
nomic, and human factors. Weakness of one aspect may be fatal to the whole. 
United States military aid provides equipment and training for the armed 
forces of the recipient countries which comprise the first line of defense of 
their national security and independence. Defense support adds current strength 
to bolster and maintain the continuity of their economic life so that they can 
support these necessary defense establishments without economic deterioration. 

Without the security provided by such assistance, neither political stability 
nor economic progress would be possible. In some countries, even with this assist- 
ance, private capital, both domestic and foreign, is impeded by the danger of 
aggression from making its essential contribution to economic development. 
In such cases the lending authority of the development loan fund provides nec- 
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essary long-term financing otherwise unobtainable from free-world sources. I 
cannot emphasize too strongly the importance of this fund having ample re- 
sources to assist in so helping underdeveloped countries. 

The mutual security program is a direct response to the Communist challenge. 
The only alternative to American aid in the Far East today is Communist aid. 
And we can be certain that wherever or whenever we step out, the Communists 
stand eager and ready to step in. If we should eliminate ourselves, we should 
be removing for the Communists the last obstacle blocking their road to the com- 
plete domination of Asia. The mutual security program in the Far East remains 
one of the great imperatives of our foreign policy. 





STATEMENT OF CAPT. Berton Ropsrns, Jr., UNrrep States Navy, REGIONAL 
Drrecror For Far Kast, ISA, DEFENSE DEPARTMENT 


In spite of recent Communist statements of their peaceful intentions, any 
objective assessment of the situation in the Far East regretfully must conclude 
with the summary that the aggressive proclivities and capabilities of the Com- 
munists in the Far East have not diminished during the past year. Actions do 
speak louder than words. We must not allow Red duplicity to cloud our remem- 
brance of their ruthlessness in mainland China, Korea, and Vietnam. 

However, it is almost impossible to generalize about the Far East region as a 
whole. Its area is huge—extending from Japan, China, and Korea to Burma 
and through southeast Asia to Australia and New Zealand. It embraces a variety 
of peoples and cultures. Moreover, the countries of the Far East are grossly 
disparate in resources and technological skills. 

Therefore, the reactions of the Far East military assistance recipient countries 
to the Communist threat are dissimilar, necessitating a flexible approach in 
United States military-aid programing. The roles assigned to the indigenous 
forces of these nations vary with their capabilities and the particular situation in 
which they find themselves. However, our primary goal—the maintenance of 
peace and security in the face of the continued Communist threat—is never 
obscured. 

The United States unilaterally cannot accomplish this task. Each of the 
nations of the Far East should recognize, and many have recognized, that their 
self-preservation requires sacrifices and great effort on their own part. Yet, 
we must compare only the manpower resources available to the Communists 
in Asia with those available to the free-world nations in the area to realize how 
unequal is the battle without United States technology and materiel as a coun- 
terweight. 

There remain in the Far East under aggressive Communist rule more than 
625 million Asians—11 million North Koreans, 12 million North Vietnamese, and 
approximately 600 million mainland Chinese. Facing this massive population, 
which represents over one-fourth of the world’s human inhabitants, are the 186 
million anti-Communist peoples of the Far East with whom we have aid agree- 
ments—a population only slightly larger than that of the United States. This 
population includes 90 million in Japan, 22 million in South Korea, 11 million in 
Taiwan, 22 million in the Philippines, 18 million total in South Vietnam, Laos, 
and Cambodia, and 23 million in Thailand. Of course, not to be ignored are the 
over 100 million people in the neutral States of Burma and Indonesia, and the 
15 million people of Malaya, Australia, and New Zealand. 

Sheer manpower often is more of a liability than an asset unless it is trans- 
formed into an effective force. This has been the primary accomplishment of 
the Chinese Communists. They now have over 2% million Chinese in active 
military service; Chinese Communist forces are supplemented by 350,000 North 
Koreans and 350,000 North Vietnamese, not counting the hard-core Communist 
cells and military cadres engaged in subversion within the borders of our Asian 
allies. 

Facing this formidable Communist horde of over 3 million men are only (1) 
1,800,000 free Asian military personnel which we are helping to support under 
the military assistance (MAP) and defense support (DS) programs and (2 
units of western allied services which are stationed in the area. 

Although the over 3 million Communist troops constitute a well-organized and 
ever-present threat of overt aggression, this threat is complemented by the less 
known and more insidious Communist attempts to upset the political, economic, 
and social equilibrium of the fledgling nations of the Far East. This two- 
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pronged attack has been anticipated and counteracted by the United States Far 
East military aid program, which has as its immediate objectives: (1) assisting 
the countries of the area to maintain and improve their forces for the purpose 
of preserving internal security and (2) increasing their capabilities to defend 
against external aggression. It is believed the attainment of these two goals 
thereby will contribute substantially to the free world’s collective defense. 

Mere slogans concerning “collective defense’ are not satisfactory evidence, 
however, of an actual United States determination to maintain interuational 
peace and security in the Far East. This country, because of our awareness of 
the global responsibilities inherited by us and based on a sensible calculation of 
our own requirements for self-defense, has programed under MAP for the Far 
East region in the fiscal years 1950-58 materiel and services valued in the esti- 
mated amount of $3.732 billion. 

What value have we received for money expended? United States aid has 
safeguarded for the West its (1) chain of defensive bases, (2) access to raw 
materials, (3) trade and communications routes, and (4) contributory indus- 
trial bases, especially in Japan. Of even greater significance, United States 
materiel and moral support possibly has prevented the loss of several Asian 
nations to the Red Minotaur—a loss which could have swung the balance of 
power in that area of the world to the Communist side. 

Although there have been no drastic changes in the far eastern situation dur- 
ing the past year, the slow process of strengthening our allies’ forces has con- 
tinued with success. Recent Communist political maneuvers in regards to the 
Korean situation may be viewed as an indication that they now view overt mili- 
tary aggression as unprofitable in the face of the firmness shown by the United 
States and the free Asian nations and have decided to concentrate on the politi- 
cal-ideological front. This Communist switch does not reduce the need for a 
military aid program; rather, it tells us that the program is progressing favor- 
ably and must be continued. 

Further evidence is provided by the example of Laos. By strengthening the 
Royal Laotian forces, both materially (in past military assistance programs) 
and morally, the United States helped to make it possible for the legitimate 
government to resume control over the two northern provinces previously held 
by the Pathet-Lao. 

The fiscal year 1958 military aid program of $398 million is providing (1) 
items to replace obsolete, obsolescent, expended, or worn-out military equip- 
ment; (2) spare parts for existing equipment; (3) a vehicle-rebuild program; 
(4) construction materials and services; and (5) a limited amount of equip- 
ment for force buildup. 

In terms of major materiel, the United States is furnishing such items of 
equipment and services as tanks and tank components; weapons and ammuni- 
tion of all types; construction and shop equipment; jet trainers and training 
equipment; patrol and reconnaissance aircraft; naval patrol and landing craft; 
and such research and development items as armor-piercing rockets, missiles, 
and advanced electronic equipment. 

By assisting the free nations of the Far East to resist the further expansion 
of communism and by reducing the possibility of overt aggression, thus insur- 
ing the maintenance of freedom through strength, the military aid program in 
the Far East, measured by any yardstick, has been a success. 

The Department of Defense proposes for fiscal year 1959 not only to consoli- 
date our past accomplishments but, if possible, also to show a record of con- 
tinued growth which will result in increased dividends in the years ahead. 

The nations to be covered by our fiscal year 1959 military aid program are 
the same as those in fiscal years 1957 and 1958—Korea, Japan, Taiwan, Philip- 
pines, Vietnam, Cambodia, Laos, and Thailand. 

In the past the spirit of independence exhibited by these countries alone has 
not been sufficient to ward off Communist external and internal attacks; sub- 
stantial aid and support from the United States has been required. With our 
past help the weak and disorganized forces of Nationalist China which fled to 
Taiwan in 1949 now have become courageous and effective fighting units. If it 
were not for American aid to Korea, that devastated country would have few 
forces and would depend for its defense almost entirely upon the United States 
and other allied troops. Similarly the states of Cambodia, Laos and Vietnam 
probably would not be free today were it not for United States military assist- 
ance. Japan, the Philippines, and Thailand—although they have been less 
immediately threatened in the past by Communist envelopment—also have 
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required our assistance to defend themselves against Communist aggression and 
subversion. 

This contribution on the part of the United States again will be necessary 
in fiscal year 1959 for all of the free countries of the Far East area with whom 
we have aid agreements. For the ground forces, the amounts requested are 
necessary to insure maintenance of the quality and usefulness of equipment 
already furnished. In addition, a small amount of equipment is programed to 
fill equipment deficiencies and to improve existing forces. For air defense, 
it has been necessary to program certain additional jet aircraft to provide our 
allies with a good capability against the rapidly growing modern jet armadas 
of the Communists in the Far East. Naval forces are receiving a program 
largely devoted to maintenance and repair, but some strengthening of naval 
units is necessary if these forces are to be able to play their part in meeting 
defense requirements. 

We are requesting $399 million for our fiscal year 1959 Far East country 
programs. This is $291 million less than the illustrative program of fiscal 
—_ 1958. The reduction in this year’s request is based on the following 
actors: 

(a) Buildup of conventional forces largely has been completed in most coun- 
tries of the area. 

(b) We do not want to impose on the economies of the recipients a greater 
burden than absolutely is necessary by programing additional buildup which 
will increase support requirements. 

(c) MAP countries in the Far East are not yet prepared to absorb much of 
the complex and costly advanced equipment which might have been programed 
for them. 

(d) The vehicle-rebuild program, which was included in the individual country 
programs in fiscal year 1958, is included in the special materiel program this 
year. 

Now let us examine the objectives of the fiscal year 1959 military aid program 
in each of the recipient countries. 

As has been the case in recent years, the bulk of MAP aid is scheduled for 
the Republic of Korea, Japan, Vietnam, and the Republic of China. These are 
the countries which have the largest forces and the greatest capability to utilize 
substantial amounts of equipment and training. 

Should Taiwan or Korea fall to the Communists through overt aggression or 
by means of Communist subversion, the free world will have lost not only 
2 vital anchors in its collective defense system but also 2 of the countries 
which offer vivid testimony to the free world’s intention and ability to defenu its 
members against aggression. Such a loss would undermine other Far Eastern 
nations’ will to resist further Communist encroachments. 

Japan, whose industry has made giant strides in the past decade, poses unique 
problems for the United States. At our insistence, the Japanese placed stringent 
limitations on their military forces. Now, when it has become evident that 
Japan’s strength is necessary as a contribution to the collective defense of the 
free world, it is difficult to overcome the constitutional, psychological, technolog- 
ical, and budgetary barriers which prevent Japan from attaining a fully effective 
organization for self-protection. 

Nevertheless, the Japanese ground, maritime and air self-defense forces have 
assumed progressively greater responsibility for the defense of the four main 
islands. Most of the equipment and training which has enabled the Japanese 
forces to reach a high level of effectiveness necessarily was provided by the 
United States under the military assistance program. The gaps in Japan’s 
defense must be closed partially by future United States aid. In many instances, 
the Japanese have neither the financial resources in their budget nor the ad- 
vanced technical information required to provide adequate means for repelling 
an armed attack. Therefore, for the time being, the United States must con- 
tinue to provide selected MAP equipment and services to Japan so that Japanese 
and United States force objectives, which now substantially coincide, may be 
attained. 

The Republic of Vietnam, a recent victim of Communist aggression, has made 
unbelievable strides in the past 31%4 years. Its forces now are capable and well- 
trained; however, because the country is separated from heavily armed Coin- 
munist North Vietnam merely by a truce line, Vietnamese forces must be main- 
tained on a wartime footing. This places a heavy strain on the war-decimated 
economy of South Vietnam. 
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Although the military aid programs for the southeast Asian nations of the 
Philippines, Thailand, Laos, and Cambodia may appear to be small in comparison 
with those programs for the countries of northeast Asia and Vietnam, this 
fact does not reflect adversely on the significance of these countries. They are of 
the utmost importance to both our security and our welfare because of their 
strategic position, raw materials, contributions to the free world’s military 
strength, and potential as future markets for free world products. 

The Philippines have very close ties with the United States. Philippine forces, 
though small, are effective and well officered. The Philippine Army, reorganized 
by President Magsaysay, assisted by United States advisers, and outfitted with 
military aid program equipment, was tested in battle against the Communist- 
inspired and Communist-led Hukbalahaps, who were for so long the scourge of 
the Islands. The Navy at present is confined primarily to Coast Guard activities, 
but it performs its given tasks well. The Philippine Air Force, though small, 
would be valuable in giving support to the ground forces. However, United 
States assistance is required in the future to maintain and improve these forces 
to the maximum extent. 

Thailand, which has a long tradition of independence, is another stanch 
United States ally in the Far East. Seat of numerous international organizations 
for the area, including the Southeast Asia Treaty Organization (SEATO), and 
a principle source of surplus rice for rice-deficient nations, the country assumes 
a political and economic importance greater than its size would indicate. The 
threat of Communists within its borders and the fear of Communist external ag- 
gression have forced the Thais to maintain security forces far beyond their own 
financial capability, thus necessitating continued United States military assist- 
ance. 

Laos and Cambodia are confronted with the problem of Communist infiltration 
and subversion. Laos shares a common border of 600 miles with Communist 
China and North Vietnam. Although the integration of the Pathet Lao repre- 
sentatives into the Laotian Cabinet and armed forces has stopped overt military 
hostilities for the time being, the danger of subversion perhaps has been in- 
creased. Thus, further United States assistance is needed to support 
Laos in insuring internal stability. The Government of Cambodia, which grad- 
ually has become more aware of the dangers of Communist infiltration, similarly 
is in need of United States assistance in its struggle to maintain Cambodian 
independence, 

In addition to our mutual defense and military aid agreements with allies in 
the Far East, the United States also is a member of the ANZUS Pact, which 
includes Australia and New Zealand, and is a partner in SEATO with the 
Philippines, Thailand, Pakistan, Australia, France, New Zealand, and the United 
Kingdom. By protocol to the SEATO Treaty, the member nations have placed 
the Republic of Vietnam, Cambodia, and Laos under their protection for support 
against aggression in accordance with Article IV of the treaty. 

To conclude this outline of the Far East military aid program, I would like 
to summarize our objectives in fiscal year 1959: 

1. To contribute substantially to the attainment of United States foreign policy 
obiectives. 

2. To enhance our allies’ resistance to internal subversion and local aggression, 
thereby contributing to the peaceful growth of the Far Eastern countries, 

The amount of money we are requesting to maintain existing forces and pro- 
vide that degree of modernization which is required to remain apace of tech- 
nological advances in the military field is the bare minimum for the task. Items 
which have been listed for programing are those of the highest priority; they 
have been screened from a much larger list by at least three reviewing groups. 
It is important these items be funded because the pipeline of undelivered goods 
is at a minimum for maintaining continuity. Expenditures in each of the past 
5 years for the Far East military aid program have averaged approximately 40 
percent greater than the amount programed, drawing on the large reserves built 
up in early years as the program gained momentum. 

The Department of Defense is requesting a considerable sum for the Far East 
military aid program, but it is only a small percentage of the cost of recent 
military hostilities in which the United States has been involved; certainly, 
it is fractional as compared to the probable cost of any future conflicts. 
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STATEMENT OF Dr. RayMonp T. Moyer, Regionan Director Fok Far Hast, 
INTERNATIONAL COOPEKATION ADMINISTRATION 


My statement will attempt to cover some of the more important facts regard- 
ing the programs of economic assistance, proposed for the Far East in fiscal 
year 1959, which I believe would be of interest to this committee. 


I. FUNDS REQUESTED 


For these programs a total of $634 million is requested. 

This overall figure is about $40 million more than now planned for fiscal year 
1958 programs under the reduced appropriations, inclusive of reappropriated 
development assistance funds; but it is $176 million less than the economic 
assistance made available under these same general categories in fiscal year 
1957. 

In fiscal year 1959, as in earlier years, economic assistance to countries in the 
Far East consists largely of defense support. For this category of aid in fiscal 
year 1959 the amount proposed is $595 million, or 94 percent of the $634 million 
proposed in total. This represents a $63 million increase in defense support 
over the amount now planned for fiscal year 1958, although it is about $175 
million lower than the nearly $770 million made available in fis:al year 1957 
under the broader definition of defense support which prevailed at that time. 

The increase over fiscal year 1958 that is proposed is needed, in part, to shore 
up weak spots in certain country programs that have resulted from the sharp 
reduction in appropriations in fiscal year 1958. It also is needed, in certain 
other instances, in order to restore levels of defense support from the low figures 
necessitated by the fiscal year 1958 cuts to the amount believed necessary if its 
purpose is to be achieved effectively. 

Three countries of the Far East—Korea, China (Taiwan) and Vietnam—are 
scheduled to receive 85 percent of the amount proposed, or $505 million. The 
remaining $90 million is for the Philippines, Thailand, Cambodia, and Laos, 
continuing support to present programs. 

For technical cooperation in countries of the Far East, a total of $33 million 
is proposed. This is for programs in Indonesia, Japan, and the 7 countries 
receiving defense support aid. The proposed $33 million compares with the 
$33.75 million now planned for fiscal year 1958, and with $36.2 million made 
available in fiscal year 1957. Modest increases over the fiscal year 1958 level 
are planned for several countries most in need of such assistance. A somewhat 
reduced amount is planned for the Philippines and Taiwan, where such assist- 
ance has been provided over a period of years and now can be somewhat phased 
down. 

The final item in the fiscal year 1959 proposals is $6 million requested in 
special assistance, mainly for equipment to internal security forces in certain 
countries of the Far East. 


Il. PAST AND PRESENT PROGRAMS 


In past years, in the Far East, economic assistance has been given to 10 
countries, through programs which developed at different times since the end 
of fiscal year 1950, as changing conditions and emerging problems made them 
desirable in the United States interest. One significant aspect of these pro- 
grams is their considerable diversity. They range from a productivity program 
on the European pattern, in Japan, to large-scale economic assistance concerned 
with nearly every aspect of the economy, as in Korea. Country by country 
they are tailored to conform to the United States objectives shared by the 
country, to the major problems which it is agreed the United States will help 
solve, and to the country’s need of assistance. 

Funds made available for these programs, from their beginning through 
fiscal year 1957, total approximately $4.4 billion, including the $700 million 
provided through the French for support of military forces in Indochina. 

‘ Some very significant accomplishments have resulted from the use of these 
unds. 

One such accomplishment is the very great economic improvement that has 
been achieved in three key countries around the perimeter of Communist China— 
Korea, China (Taiwan) and Vietnam. When programs were first begun in 
these countries, they were faced with difficulties of the utmost seriousness, en- 
dangering their freedom All three countries had recently been involved in a 
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military struggle with Communist forces. Their borders continue to be within 
easy range of Communist aggression. To guard against that aggression they 
have maintained military forces far beyond their own ability to finance. In 
addition, they have had to repair damage caused by war, and to receive and 
resettle large numbers of refugees. 

Take Korea, as an example. Members of this committee who visited that 
country in the first years of its independence saw its economy virtually at a 
standstill, many of its people wearing castoff GI uniforms, without employ- 
ment, the shops bare of goods, and inflation rampant. Vast improvements have 
since been brought about. The people now are better fed. They buy the 
anthracite briquettes, which are their principal source of heat for cooking and 
house warmth, for 60 percent of what they paid for them last winter. They 
are visibly much better dressed. Inflation has been brought under control for 
the first time in 5 years, as the result of stringent measures taken by the gov- 
ernment to enforce sounder fiscal and monetary policies, supported by large 
amounts of aid from the United States. Stemming largely from this new stability 
in the economic situation, interest rates have been reduced. Since speculation 
has become much less profitable, more local capital is going into productive 
channels. 

Similar improvements have occurred on Taiwan. Government revenues in- 
creased approximately 90 percent during the period 1950 to 1957, caleulated 
on the basis of constant prices, thus enabling the government to finance an 
increasing proportion of its total expenditures. Wholesale prices rose only 
about 3 percent during 1957, as compared with more than 90 percent in 1950. 
The production of rice in 1957 was 31 percent over the highest level attained 
under the Japanese, taking care of the consumption needs of its greatly ex- 
panded population. The level of industrial production in 1957 was estimated 
to have been 71 percent higher than in 1952. Exports rose 30 percent during 
the same period. Visitors to Taiwan are impressed with the obvious signs of 
economic progress, and with the well-being of its people. 

In Vietnam, the vast influx of refugees fleeing from Communist North Vietnam 
has been successfully assimilated and helped to find self-supporting occupations. 
Considerable progress also has been made in rehabilitating highways, port 
facilities, canals and irrigation systems, damaged in the course of fighting. With 
help through a contract with an American university, public administration 
institute now is giving training to 250 prospective civil servants. In evening 
courses for present government officials, in-service training is being provided 
to 700 students selected from 3,000 to 4,000 who applied. Agricultural produc- 
tion also is being restored: Last year exports of rubber exceeded the quantity 
exported during any previous year, and about 190,000 tons of rice Were exported, 
bringing in a substantial amount of foreign exchange. More remote areas 
subject to Communist infiltration are being settled with loyal elements; and two 
highways are under construction connecting these hinterland areas with the 
populated coastal regions, increasing internal security. The number of primary 
schools is expanding rapidly; health services are being extemded; and agricul- 
tural services to the people are being increased. Over the past 2 years nearly 
400,000 head of cattle have been vaccinated against rinderpest. Some 2,800 
head of improved breeds of swine, and nearly 150,000 young chicks were dis- 
tributed to improve the livestock on Vietnam farms, on a share-the-offspring 
basis. 

Credit for achievements such as these must go first of all to the efforts of 
the devoted and courageous leaders of these countries, supported by their people. 
Aid from the United States, however, has played an indispensable role. Of this 
aid, economic assistance has been only one form; yet it is clear that, without 
this assistance, these countries now would hardly be in possession of their free- 
dom, and able to play their present important role in the preservation of free 
world strength in that area. 

Progress made by the Philippines in the development of mineral resources 
illustrates another form of accomplishment achieved with assistance in past pro- 
grams. In 1953, ICA financed an aero magnetic survey of the Philippines which 
located iron ore deposits. The lodes, pinpointed from the air, were then verified 
and evaluated by prospecting teams on the ground. The information revealed by 
these surveys, and published by the Philippine Bureau of Mines, led to private 
investment in exploiting these deposits. ICA also assisted in locating reserves 
of 100 million tons of nickel ore on Nonoe Island near Surigao. Exploratory 
teams have proved substantial new deposits of refractory grade chromite, of 
which the Philippines now supplies about 70 percent of United States require- 
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ments. Encouraged by these and other forms of assistance, mining activities 
in the Philippines expanded by 131 percent from 1954 to 1957. New capital 
investment in mining increased by more than 50 percent during the same period. 
Exports of mineral and metal exports rose from $13 million in 1950 to approxi- 
mately $60 million in 1957, bringing this type of exports from fifth to third 
place. 

Another example, illustrating results attained in these programs over the 
past several years, is the success achieved by the Philippines in encouraging its 
farmers to establish cooperative associations, called Farmers Cooperative Mar- 
keting Associations (FaCoMas). As in a number of other Far Eastern countries, 
farmers in the Philippines have suffered from the lack of farm credit at reason- 
able rates of interest, and the absence of low-cost storage facilities in which 
they could place their rice at harvest time, when prices are lowest, and hold it 
for sale until market prices are more favorable. To meet these problems the 
government gave energetic support to a program establishing cooperatives, 
through a government agency known as the Agricultural Credit and Cooperative 
Finance Administration (ACCFA). 

Begun in 1952, the number of cooperatives established by the end of 1957 had 
reached 467, with a membership of 252,200. These are concentrated in the 
densely populated areas of the Island of Luzon but are found scattered through- 
out the country. These associations serve more than 9,700 barrios. Interest 
now paid by members on production loans is about 9 percent per annum, com- 
pared with as much as 100 percent previously. Some 176 warehouses and 65 
rice mills, cooperatively owned and managed, have been constructed. Thou- 
sands of farmers serving on loan committees, on boards of directors, and as 
clerks in cooperative stores and warehouses, have been given training in civic 
and business leadership. The result is an increased sense of hope and con- 
fidence, both in themselves and in their government under a democratic system. 

United States aid to this endeavor has been in the form of technical assistance, 
providing technicians and opportunities for overseas training of Philippine 
leaders, and financial help providing warehouse materials and rice mills. 
Through fiscal year 1957 the total amount made available in United States aid 
for these purposes was $955,300. Expenditures by the Philippine Government 
for this program, during the same period, were more than 6 times this amount, 
or nearly $6 million. 

Reports on certain projects in some of these programs, widely circulated 
have given an impression that many are ill-conceived and unsound, and that 
waste and mismanagement are widespread. The agency has already replied to 
these criticisms on a worldwide basis. With respect to the Far East, I wish 
to add that these criticisms appear to be based on hasty judgments rather than 
careful review of the facts concerning the relatively few projects involved, and 
completely overlook the many solid accomplishments that have been achieved. 
Moreover, positive action has been taken to improve programs and to prevent 
mistakes from occurring. In the Far East, six of our nine country programs 
have already been examined by teams under ICA’s evaluation unit, and recom- 
mendations for improvement resulting from these studies are now being put 
into effect. By the end of this year each Far East economic mission will have 
completed a project-by-project review of all projects in the pipeline, to weed 
out those which may have been ill-conceived or are now of lower priority because 
of changed conditions, and to reshape others if alterations should be made. 
Over the past several years we have been constantly emphasizing better pro- 
graming, in a serious effort to assure that programs are related closely to ob- 
jectives, and that projects are concentrated on the solution of the important 
problems that have to be solved if these objectives are to be achieved. 

My very strong impression, gained from a recent visit to five Far East coun- 
tries, is that the programs now are generally sound, except in one country where 
we have not yet been successful in solving difficult problems. Continuing efforts 
to improve our programs, I believe, have borne fruit and further improvement is 
in prospect. 

III. PROGRAMS PROPOSED FOR FISCAL YEAR 1959 


Now let me turn to the purposes for which we propose to use the $634 million 
requested for a continuation, in fiscal year 1959, of these programs of economic 
assistance in the Far East. 


1. Defense support 


As defined in the presentation book, giving worldwide summaries, defense sup- 
port is that economic assistance which is required, in addition to military assist- 
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ance, in order to assure some specific contribution to the common defense by 
another country in which military aid is helping to support significant military 
forces. Fundamental to this concept is the basic assumption that significant 
contributions to the common defense cannot be secured in the absence of a certain 
minimum degree of political stability, and that therefore it is one of the essential 
purposes of defense support to help assure the creation and maintenance of condi- 
tions that make it possible effectively to counter Communist propaganda and 
efforts at sub, ersion. Without political as well as economic stability, no country 
can make an effective contribution to the common defense over a period of years, 
no matter how large its military forces. 

For such reasons, programs under defense support in the Far East include more 
than commodities supplied for normal consumption and production purposes, 
which are needed to maintain economic stability and generate local currency 
counterpart funds for military budget support or other uses. Defense support 
assistance also extends to a wide range of projects suited to the needs and situa- 
tion in the particular country, believed to be equally necessary. Such projects 
include the improvement and construction of highways, airfields, railways, and 
harbors, which have military as well as economie significance. They also may 
include projects related to the welfare of the people, aimed at countering Com- 
munist subversion and demonstrating the interest of the government in the peo- 
ple. With populations increasing, it is sometimes necessary to include projects 
helping to expand productive capacity, in order to avoid deterioration in eco- 
nomic conditions and provide employment. 

A table, on page 9 of the Far East presentation book, indicates the amounts of 
aid proposed in defense support for each of the 7 countries of the Far East in 
fiscal year 1959, in comparison with the amounts in fiscal year 1957 and fiscal 
year 1958. 

(a) Korea, China (Taiwan), and Vietnam.—I suggest considering, first, pro- 
grams proposed for the group of three key countries—Korea, China (Taiwan), 
and Vietnam—for which a total of $505 million in defense support is proposed. As 
already mentioned, this is 85 percent of the total proposed for the Far East. Hav- 
ing similar problems these countries also have similar programs. 

In all three countries the objective is to help them create the internal condi- 
tions necessary for political and economic stability, while supporting large armed 
forces in the interest of our common defense. Programs of economic assistance, 
therefore, relate to the whole range of the important problems affecting that 
stability, to the extent that the country itself is unable with its own resources to 
cope with the problems and desires help in solving them. 

About 77 percent of the $505 million requested for these 3 countries is to be 
used to finance the import of commodities which they cannot obtain with their 
own foreign exchange or under Public Law 480, in order to meet current require- 
ments, control inflation, and generate the local currency needed for military 
and economic purposes receiving assistance. Some $87 million of this form of 
aid will be spent for surplus agricultural commodities, for which the Com- 
modity Credit Corporation will be reimbursed. A large amount will be spent 
for fertilizer for Korea and textiles for Vietnam. Chemicals, raw materials, 
and semifinished products, electrical equipment, iron and steel materials, and 
machinery and equipment—related to the maintenance of production—make up 
close to one-fourth of the total amount. 

The remaining 23 percent of defense support funds is programed to meet the 
foreign exchange costs of specific projects. The kinds of projects vary with 
the state of development and the needs of the particular country. In Taiwan, 
the most urgent need is for electric power, which now is a bottleneck to the 
further development of industry producing essential goods and giving employ- 
ment. Therefore, about 65 percent of the funds proposed for project aid is 
programed to help expand the production and distribution of electric power. 
A substantial part of the balance will provide equipment to improve the opera- 
tion of the railways and telecommunications. 

In Korea, where a wide variety of needs still exists, the proposed projects 
are more varied. The two largest single items are for further dieselization 
and other improvements in the railway system, and for expansion of electric 
power. The program also includes aid helping increase agricultural production, 
through the improvement of irrigation facilities. Some additional assistance 
is provided to small- and medium-size industries, under private management. 
To meet the continuing serious deficit in housing, there is a substantial amount 
for construction materials to be made available in a self-help program. 
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In Vietnam, one-half of all the project funds requested will provide further 
aid to highway improvement and construction, meeting a need urgently felt for 
both military and economic reasons. Substantial sums also will be used to 
expand medical and health services and training, and to improve the civil police 
forces, reflecting the importance of measures to combat Communist attempts at 
subversion. 

(b) Cambodia and Laos.—Two other countries of the Far East included in 
the proposals for defense support assistance, Cambodia and Laos, also can be 
discussed together because of similarities in their situations and programs. 
Both programs, for example, have to take into account special circumstances 
arising out of political developments. 

In Laos, consideration has to be given to the effect which is being created by 
integration of the Pathet Lao into the Royal Lao Government, and its legal- 
ization as a political party. In Cambodia, we have to consider the effects of 
operating United States programs of economic assistance in close contact with 
Communist programs of economic aid. 

As in Korea, China (Taiwan), and Vietnam, programs in Cambodia and Laos 
include provision for substantial support to meet the cost of military forces. 
Such assistance, in the case of Cambodia, is being provided through the import 
of commodities generating local currency. However, in Laos, where the United 
States is financing the full cost of the military forces, we have not yet succeeded 
in generating local currency through commodity imports fast enough to meet 
requirements. It has been necessary, therefore, to continue the use of cash 
grants for this form of aid. 

In addition to providing assistance needed to maintain military forces, the 
defense support program proposed for Cambodia includes continuing aid to such 
activities as the construction and repair of transportation facilities, irrigation, 
forestry, and water supply. It also provides local currency assistance for the 
expansion of elementary and vocational education, and the development of agri- 
cultural credit and extension services. Accelerated progress in these fields, 
which are very important to Cambodia, will make the benefits visible more 
quickly and help counteract the appeal of Communist aid. 

With respect to the project portion of the program proposed for Laos, the 
fluidity in the situation presents an unusual need for flexibility, making it pos- 
sible to move in whatever direction conditions may require. It might happen, 
therefore, that the program eventually carried out will vary from the one pre- 
sented here. No change in major outline, however, is expected. Present plans, 
in addition to continuing support to the military and police forces, provide for 
concentration on the improvement and construction of additional highways, and 
on a major effort to help the Lao Government organize and carry out rural pro- 
grams bringing benefits directly to the people, in order to combat increasingly 
strong Communist efforts at subversion in the countryside. Small additional aid 
is planned to help gradually strengthen government administration and the im- 
portant government services. 

(c) The Philippines and Thailand.—The economic situation in the Philippines 
and Thailand differs in certain important respects from that in the countries to 
which I have already referred. In both couuntries, natural resources in relation 
to population are relatively favorable. While both have budget and foreign 
exchange problems, these are not as critical as in the case of Korea, for example. 
Their needs are for improvement in certain economic factors underlying their 
current difficulties, and for progress in development, enabling them to continue 
taking leadership in strengthening the free world position in southeast Asia, such 
as through their participation in SEATO. 

To help achieve their needed development they have obtained loans from the 
Export-Import Bank and the International Bank for Reconstruction and Develop- 
ment. The Philippines, in particular, also has obtained substantial foreign 
private investment, and both countries are now requesting loans from the De- 
velopment Loan Fund. 

Continuing modest assistance under defense support, however, is essential in 
order to enable these two countries effectively to continue making their important 
contributions to the common defense. Currently, the Philippines is undertaking 
eertain defense installations, which are of interest also to the United States, re- 
quiring special expenditures. The country, however, is in difficult circum- 
Stances economically, one manifestation being the decline in its foreign exchange 
reserves to a level well below that believed to provide a safe margin. For the 
program proposed in the Philippines, therefore, more than half of the funds 
requested for fiscal year 1959 are to finance the import of surplus agricultural 
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commodities generating pesos for the construction of military training camps 
and air defense facilities. The remaining funds will be devoted to projects 
strengthening internal economic and social conditions, largely in community de- 
velopment and related activities, but including small amounts for the further 
development of strategic mineral deposits and the improvement of industrial 
research facilities which help build up foundations essential for investment and 
necessary economic growth. 

In the case of Thailand, the need for increasingly heavy internal expendi- 
tures has resulted in a stringent budget situation, which would require cessation 
of most of the activities now being carried out with United States economic 
assistance were that assistance to cease. These activities include continuing 
assistance to both new construction and repair on 2 principal highways, 1 going 
north from Bangkok to the Lao border, important to Laos as well as Thailand, 
and a second going in an east-west direction toward the north of Thailand. The 
importance of highways in Thailand is better understood when it is realized to 
what an extent, in the past, the country has depended on small canals for trans- 
port. In miles of highway per 1,000 square miles of area, Thailand is among 
the lowest in the Far East, having 30 road miles per 1,000 square miles of terri- 
tory compared with 165 in the Philippines, 240 in Korea and 1,020 in the United 
States. Both of these major highways have considerable military significance. 
They also are expected to become of immense value to Thailand from an economic 
and political point of view, through opening up and connecting areas now inade- 
quately linked. Approximately one-half of the defense support funds proposed 
for Thailand will be utilized for these projects. 

The rest will be used to help develop sources of ground water for the economi- 
cally depressed and politically vulnerable northeast, and to provide local cur- 
rency assistance for agricultural credit and the diversification of agriculture, 
largely in the same region, and for civil police administration. 


2. Technical cooperation 

Technical cooperation, in countries receiving defense support in the Far East, 
cannot be considered as an isolated entity in the program of economic assistance. 
It is just one of the several tools available to help meet the difficult and complex 
problems with which these newly developing countries are confronted. There 
is, moreover, an added urgency in the need for technical assistance in countries 
receiving defense support, because of the large amounts of United States economic 
assistance being given some of them. This assistance, in the last analysis, the 
countries themselves administer, and the effectiveness with which the aid is 
utilized, therefore, depends heavily on their technical and administrative compe- 
tence. Competence, furthermore, is required over the whole range of responsi- 
bilities with which they have to deal, from such things as the formulation and 
management of budgets to the building of a cement factory or the development 
of an agricultural or a health program. 

To illustrate what would be done with the $33 million requested under tech- 
nical cooperation for fiscal year 1959, let me speak of several of the newer 
developments. 

One such development, of significance, is the national training school for rural 
schoolteachers in Cambodia, for which continuing assistance is proposed. The 
desire for education is one of the notable features of that country, and elemen- 
tary schools, on a self-help basis, have been springing up everywhere. The 
number is well beyond that for which the country can supply trained teachers. 
With assistance in these programs the Cambodian Government has established 
a national training center, not to meet the entire demand for teachers, which 
it could not do, but to train as many as it can and, at the same time, so to train 
them that the graduates of the school will gradually set the pattern for elemen- 
tary education and the services of the elementary schools throughout Cambodia. 
I visited that school recently and was greatly impressed with the intelligence and 
vigor with which its administrators are going about their task. As an indica- 
tion of its popularity, some 800 applicants took examinations in 1958 for the 150 
students which the center was able to admit. 

Another interesting development is the progress achieved in the productivity 
program in Japan, built on the European pattern, for which continued assistance 
is proposed in fiscal year 1959. The purpose of this program is to help Japan 
more quickly catch up with new advances affecting production, so that, while it 
still has available substantial amounts of foreign exchange derived from special 
United States dollar earnings, it can increase its ability to meet the serious 
fundamental economic problems that may be expected when these earnings cease. 
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Under this program, which provides opportunities to achieve this goal, a total of 
107 teams have already gone overseas for study of modern practices and tech- 
riques in industry, labor, small business, and various specialties. Upon their 
return, these teams write and circulate reports, and hold meetings in the major 
cities of Japan where they report their experience and findings, thus multiplying 
the benefit to Japan. One important result has been the increasing acceptance 
throughout Japan of the concept of expanding production, with benefits shared 
equitably by management, labor, and the consumer. Another is the better 
understanding of the United States and its economic system among groups in 
industry and labor. A better understanding of labor organization and labor- 
management relations in a democracy also is being created, exerting a favorable 
influence on the leftist-dominated labor movement in Japan. 

One interesting recent development in technical cooperation programs in the 
Far East is the trend in technical assistance in the Philippines. The amount to 
be made available for such assistance in fiscal year 1958 will be about $1 million 
less than in fiscal year 1957, and a further $1 million reduction is recommended 
for fiscal year 1959. This does not mean that technical assistance to the Philip- 
pines is to be ended; certain new needs may be expected to arise as the develop- 
ment of the Philippines advances. It does mean, on the other hand, that the 
purpose of this assistance in a number of projects is being achieved, and that 
assistance to such projects therefore is being phased down or terminated. This 
trend illustrates our general intention to bring specific projects to an end when 
the purpose has been accomplished, and to adjust the program to needs as the 
situation changes. 


CONCLUSION 
To conclude, in brief, the programs which I have attempted to describe are 
designed to help countries of the Far East, needing and desiring such help— 


1. To support, without damaging inflation, military forces which they 
are unable to support out their own financial resources ; 

2. To maintain the economie and political stability which is necessary if 
these countries are to continue, effectively, to make their contribution to 
the common defense in: armed forces; military bases of vital concern in 


United States defense plans; and participation in mutual security arrange- 
ments; and 


3. To strengthen the ability of their people to cope with the vast problems 


faced in meeting dangers affecting their security, and in making progress 
with development. 
The needs for these programs have been examined with great care. We 
believe that the sums requested for them are necessary if the objectives for 
which they have been designed are to be achieved. 


Mr. Roserrson. Mr. Chairman and gentlemen of the committee, 
I am glad of the opportunity of appearing before you in support of 
the administration request for the mutual security program in the 
Far East for fiscal year 1959. 

I understand that you would like, Mr. Chairman, for us to submit 
for the record the witness’ statements prepared by Captain Robbins 
of Defense, Dr. Moyer of ICA, and myself, elaborating in some detail 
the reasons for our support of this program. 

Captain Robbins will answer your questions relating to military 
matters, Dr. Moyer questions relating to the economic program, and 
I shall attempt to answer such questions as you may have as to the 
political considerations which in our judgment make these programs 
or ‘ : ' 

0 save your time, I shall not discuss the situation in specific coun- 
tries except in answer to your questions. I should like to emphasize 
very briefly the following points. 

1. Our own security is directly related to what happens in the Far 
Fast. 

2. The mutual security program is a bulwark of the freedom and 
independence of the non-Communist countries of that area, and is 
vital to our own safety. 
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3. The alternative to United States aid is Communist aid. We can 
be certain that if we should step out, the Communists are eager and 
ready to step in. It is evident that Asian nations are acutely aware 
of this fact. 

T should like to cite from a speech recently made by Prince Sihanouk 
of Cambodia, a neutral country, a speech which he made to the Cam- 
bodian students in Paris last October. I quote: 

Without American aid, innumerable consequences would be in store for us. 
At least for the present no replacement is possible except to become a satellite. 
Have we the means to become free once communized? It is a question of the 
existence of our very race. 

I wish to emphasize that the United States is the real obstacle to the 
achievement of Communist objectives, and if our help should be with- 
drawn or substantially curtailed, the domination of Asia by the 
Communists is inevitable. 

To achieve the objectives of the mutual security program in the Far 
East for the coming year we are requesting a total of $1,033,000,000 in 
military and economic programs distributed as follows: Military aid, 
$399 million ; defense support, $595 million . technical cooperation, $33 
million; special assistance, $6 million. This is exclusive of what 
credits may be extended by the Development Loan Fund for which 
funds are being requested. 


UNITED STATES FAR EAST OBJECTIVES 


Our objective now, as in the past, is twofold. First, to deter, and 
where necessary to repel Communist military aggression. Two, to 
assist free nations of the Far East to achieve internal security and 
political stability, and to improve the conditions of life for their 
people. 

The free nations of the Far East have more than one and three- 
quarter million men under arms which, together with our own forces 
and those of our SEATO allies, constitute the free-world defense 
against Communist overt aggression in that area. These Far Eastern 
countries cannot support forces in this magnitude unaided. 

United States military aid provides equipment and training. De-: 
fense support adds current strength to bolster and maintain the con- 
tinuity of their economic life so that they can support these necessary 
defense establishments without economic deterioration. 

Technical assistance and Development Loan Funds, if appropriated, 
are to provide for economic development. 

From the standpoint of military forces, the military threat appears 
to be greatest in Korea, Taiwan and Vietnam. These three countries 
account for a large part of the military and defense support funds 
being requested for the area. 


SOVIET ECONOMIC OFFENSIVE 


On the economic front international communism bids for the favor 
of the aspiring undeveloped countries with offers of aid and promises 
of economic progress. 

At the recent Communist-dominated Afro-Asian meeting in Cairo 
the Soviet Union offered unlimited aid without strings to all coun- 
tries of Asia and Africa. At a meeting in Kuala Lumpur this month 
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of the United Nations Economic Commission for Asia and the Far 
East the Soviet Union stressed Soviet readiness to expand trade and 
aid relations with the countries of the region. It urged the more ex- 
tensive use of Soviet technicians in the development of those countries. 
It offered technical training in the Soviet Union to a substantial 
number of students from the region. 

The Soviet Union also indicated its readiness to consider long-term 
purchase contracts for primary commodities. The Asian countries 
that are exporters of primary commodities are of course increasingly 
concerned over the recently declining value of such exports. 

Now, the objective, of course, of this economic offensive is (1) to 
gain prestige and influence in the undeveloped countries, (2) to iden- 
tify nationalism and economic progress with the adherents of com- 
munism, and (3) to open the door to subversive agents operating 
under the guise of technicians. 


COMMUNIST SUBVERSIVE CAPABILITIES 


Subversive efforts are continuous in all the free countries of Asia. 
A softening process is applied on the political, economic, and social 
fronts in anticipation of the day when large sudden gains may be 
possible by military, revolutionary, or other means. 

| Deleted. | 

Mr. Rosertson. I am sure that you gentlemen will agree that Com- 
munist imperialism has no time limit. It has time. It conceives of 
its expansion in terms of decades and generations. It believes it can 
wear us out, that we will tire of the struggle and of the cost and let 
down our guard until it is too late. 

I am sure you will also agree that, however difficult the road may 
be, we must be prepared to persist indefinitely in whatever measures 
are necessary to meet the challenge we face today in the threat to our 
freedom. 

I am confident that the American people will make whatever sac- 
rifices are necessary to preserve their freedom, once the issues are 
clarified and made known to them. To make sure that they are in- 
formed poses a grave responsibility upon those to whom they look for 
information. 

In conclusion, I should like to read a letter just received by Secre- 
tary Dulles from the 11 Ambassadors attending the Chief of Missions 
Conference in the Far East last week. All the Ambassadors of the 
area were there except one, Ambassador Jones, and he didn’t feel like 
he could leave Djakarta at this critical time: 

DeEAR Mr. SEcRETARY: Upon completion of the Conference of Chiefs of United 
States Missions in the Far East, held in Taipei from March 14 to 17, we wish 
to express unanimous agreement that a serious threat to the position of the 
free world in the Far East lies in the subversive capabilities of the Communist 
movement. These capabilities feed upon poverty and despair, and we are wit- 
nessing in Asia the intensive and increasing efforts of the Sino-Soviet bloc at 
economic penetration and subversion through loans at liberal terms, alluring 
promises of trade, and the ready willingness to supply Communist technicians 
to assist the less developed countries with their economic problems. 

The purpose, of course, is clear. In Communist practice, economic domination 
is only a short prelude to political domination and the addition of another victim 
to the Communist orbit. It is also clear that unless the United States and the 
free world can show the way to economic progress and greater well-being the 
people of Asia will be driven to other alternatives, most likely Communist, but 
certainly away from free governments. 
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It is for these reasons that we desire most earnestly te voice our conviction 
that the enactment of an adequate foreign aid program is crucial in enabling 
the free world to meet the threat of Communist economic penetration and sub- 
version in Asia. We urge that the program submitted to the Congress by the 
President be approved. We believe the extension of the Trade Agreements Act 
is also of the utmost importance. 

A number of countries in the region cannot as yet subsist on their own re- 
sources and maintain the minimum defenses needed for their security. For 
them, assistance from us continues to be vital. Then too, all of the countries 
in the region need to trade for their livelihood and for their further economic 
development. Most of them are heavily dependent upon trade with the United 
States, directly or indirectly. The United States is the largest exporter as 
well as the largest importer in the world. It follows that the kind of trade 
policy followed by the United States will be a major determinant as to whether 
the free countries of the Far East will be able to achieve the level of economic 
development and human welfare prerequisite to durable political stability under 
free government in the region. 

The Sino-Soviet purpose of economic penetration in the Far East has been 
highlighted in a recent pronouncement by Mr. Khrushchev that he has declared 
war upon the United States in the field of trade and that the main threat to the 
United States is not the ICBM but in the field of production. Without the 
instruments of foreign aid and trade neded to meet and defeat that threat, we 
shall be to a great extent defenseless in the economic warfare that has been 
declared against the people of the United States and the free world. 

It remains only to be added that if the countries in this part of the world 
that are now independent were to become victims of Sino-Soviet economic ag- 
gression the free world would be grievously weakened and the security of the 
United States itself would be jeopardized. 

Respectfully yours, 

Everett F. Drumright, Ambassador to China; William J. Sebald, 
Ambassador to Australia: Churles E. Bohlen, Ambassador to the 
Philippines; Douglas MacArthur II, Ambassador to Japan: 
E!bridge Durbrow, Anibassador to Vietnam; Francis H. Russell, 
Ambassador to New Zealand: U. Alexis Johnson, Ambassador 
to Thailand; Walter C. Dowling, Ambassador to Korea; Carl W. 
Strom, Ambassador to Cambodia; Walter P. McConaughy, Am- 
bassador to Burma; Homer M. Byington, Ambassador to the 
Federation of Malaya. 


The CrarrmMan. Has that been made public? 

Mr. Rosertrson. It has not been made public, but it will be made 
public. It is being made available to the press. 

The Cuamman. Today ? 

Senator SmirH. What is the date of that letter ? 

Mr. Rozertrson. This letter is dated March 17. 

Senator Smirn. That was after you got through? 

Mr. Ropertson. Yes; when we got through with the conference. 

The Cuarrman. Are you finished ? 

Mr. Roperrson. Yes, sir. 

The CHarrman. That is a very effective climax. Any questions, 
Mr. Smith? 

Senator Smirn. Yes, I have a few. 

Mr. Secretary, as in the case of the previous witness on the Middle 
Kast, I advised him that our staff here has prepared certain questions 
on the various countries involved in the area. 

I am going to pick out a few for specific questions to you, but IT am 
going to ask that the whole statement of the staff be sent over to your 
Department and that the record show your position on these ques- 
tions. They have all been carefully studied and many of them are 
related to statements made in the so-called presentation book with 
which you are familiar. 
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I have also a few questions besides these. I will go to those in just 
a minute. I had presented to me this question which I want to ask 


you. 
REPORTED REDUCTION OF AID TO KOREA 


Will you comment on reports that economic aid to Korea will be 
reduced because of improper, ineffective, and inefficient use of such 
assistance by the Korean Government? Are we having any trouble 
there in the use of the aid ? 

Mr. Rosertson. Senator, if you will allow me, I will refer that 
question to Mr. Moyer, The International Cooperation Administra- 
tion has charge of the program and Mr. Moyer is the ICA Far East 
specialist. 

Senator Smiru. I am glad to welcome Mr. Moyer here. We are old 
friends. 

Just a simple question of whether we are troubled by the improper 
use of our aid funds in Korea. 

Mr. Moyer. To begin with, I absolutely know of no thought of re- 
ducing aid as that question implies. In fact, things have been 
steadily improving. 

In the earlier days shipments on cars such as coal might be shoved 
off, pipelines for petroleum might be tapped. There were various 
types of misuse of aid goods in that way. 

Quite recently the Government of Korea has taken very stern meas- 
ures to deal with that problem. Presumably there always will be 
some improper use of aid goods with the very low level of salaries and 
pay scales all the way through, but measures to prevent have been 
effective to a very considerable extent. 

In brief, we think that there has been steady improvement and that 
conditions today are substantially better than they have been at any 
time since this program began. 

Senator Smiru. I am very glad to hear that. 


REQUESTS FOR DEVELOPMENT LOAN FUNDS 


Are you familiar with the operation of the Loan Fund? This 
question would apply to Secretary Robertson’s area. Could you give 
us some idea of the geographical distribution of the requests that 
have come into the Loan Fund? 

In other words, is there emphasis on 1 or 2 particular regions? I 
have been trying to get a little idea of who is asking for these loans. 

Mr. Moyer. Mr. Dillon is the one who is familiar with that. I can 
answer with respect to the Far East. I cannot answer on a world- 
wide basis. 

Senator Smirn. I had in mind the Far East for this question. 

Mr. Moyer. Yes, sir; I have the figures right here. 

Senator Smiru. Will you explain that for the record? 

Mr. Moyer. The proposals that have been received, as I am sure 
Mr. Dillon explained, are placed into groups. Some look immedi- 
ately good, and are accompanied by full information—others require 
further study and information. 

Still others seem of lower priority and some haven’t been yet 
studied at all. Proposals, therefore, are grouped under these four 
different headings. 
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Taking first of all the amounts under all four of these headings put 
together, the total amounts, that is the largest requests, have come 
from four countries. Korea has submitted a large number totaling 
nearly [deleted] million worth of projects. This is under all four 

categories. 
Vietnam has also come in with something in the neighborhood of 
{deleted |] million of requests. 

China on Formosa has come in with about [deleted] million worth 
of projects. 

Thailand is really third, with nearly [deleted] million worth of 
projects. 

Indonesia is next, and that is about it. 

In total, taking all categories together, the Far East project pro- 
posals that have come in total a little over [deleted] million, so far. 

Senator Smirx. Those, of course, are loans ? 

Mr. Moyer. Yes, sir. 

Senator Smiru. Are they also requesting grants in those areas? 

Mr. Moyer. The Development Loan Fund is restricted to loans. 

Senator Sarru. I know the Loan Fund is. You are not making 
any other provisions for grant purposes / 

Mr. Moyer. In our defense support programs, projects are on a 
grant basis. Defense support is provided on a grant basis. These 
to which I have referred are requests for assistance on a loan basis, | 
with Development Loan Fund money. 


PROPOSED LOAN FUND PROJECTS | 


Senator Smirn. Does that indicate to you, as an expert, a really 
imaginative stimulating of people’s thinking as to kinds of things 
that might be done for these countries? Are they legitimate requests, 
or are they mostly shots in the dark ? 

Mr. Moyer. I haven't examined these projects, but from the way 
they are approaching this, I would say that projects under the first 
two groups can probably be considered immediately as good projects, 

| and projects in the other two might be or might not be. 

We simply don’t yet know enough on the latter group. The first 
two groups alone add up to about. [deleted] million worth of proj- 
ects. I think it indicates the feeling of need well and beyond what 
we are proposing in defense support, -and that i is, of course, the way it 
is supposed to be. I think this clearly is evidence of a desire and of a 
need to move forward more rapidly with a rate of development well 
over and above what we are proposing under defense support. 

Senator Smiru. They are interested in their independence, free- 
dom, and self-determination. Is that the motivating factor there? It 
seems to me when I was out there every country had that attitude. 

Mr. Moyer. That is certainly true. Then, in addition to that—well, 
it is really a part of the same thing—they are so limited in what they 
can do because of their heavy expenditures for military purposes. 

Take Korea, for instance. 

Senator SmirH. Defense support is supposed to take care of that, 
isn’t it? 

Mr. Moyer. A limited part of it, but mainly just to keep the status 
quo, as it were. It is not to move forward. The moving forward will 
come from projects proposed under the Development Loan Fund, and 
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it does indicate their desire to make greater progress, to improve their 
living standards. 

Defense support is not intended to improve living standards. It 
is intended to keep them from retrogressing. Going beyond this also 
will build up a broader economic base so they can have a better base 
for taxation, so they can produce more of what they need and not be 
so dependent on others. It all goes back to their ability to maintain 
their independence. 


QUESTION OF COMPETITION WITH SOVIETS 


Senator Smirn. Because of the recent Russian increases in economic 
aid, do we find ourselves getting into competition with the Russians 
as to who will do the most? You are not advocating that, I assume. 
Mr. Moyer. No, sir. In fact, that is not one of the criteria. We 
are in direct competition in Cambodia, for instance, and we naturally 
have to keep our eye on what the Communist nations are doing, but 
it isn’t in any sense an attempt to match dollar for dollar or to ex- 
clude their aid, to make our aid at a level where theirs is kept out. 
That is not the way these figures are arrived at. 
Senator Smiru. My own feeling would be that we would be getting 
into real trouble if we got into competition because of the upsurge of ' 
Russia’s interest in this field. 
Mr. Moyer. Yes, competition in the sense of trying to match it 
dollar for dollar. Yet I think we are unavoidably in a competition 
to show that we are interested in their future. 
Senator Smiru. In the long run the free world really offers more 
for them, for their independence and so on, than Russian blandish- 
ments. I assume we take that line. 
Mr. Moyer. Yes. 


SITUATION IN LAOS 


Senator Smiru. What are the implications of the recent merger, of 
which I wasn’t aware, of the Communist-front forces in Laos and the 
government there ?¢ Is there any movement along that line? 

Mr. Rozerrson. Yes, Senator. It is a long story. It will take a 
little time to get it into focus. 

The Cuarman. How long? We are approaching the hour when 
we hope to adjourn. 

Mr. Rosperrson. It may take 5 minutes. 

Senator Smiru. Why don’t we add this to the questions to which 
I will ask that you submit answers for the record ¢ 

Mr. Rosertson. Yes. It is an extremely interesting situation, and 
I will be glad to tell you about it. 

Senator Smiru. I will ask these other formal questions first sub- 
mitted by the staff. This is not a staff question. 

Mr. Moyer. That is one that I shall speak to at the proper time. 


SITUATION IN CAMBODIA 


Senator Smirn. I will read a few of these. The question on Cam- 
bodia interests me. You have just been talking about that. 

The so-called presentation book says: | Deleted. | 

Does this mean that Sino-Soviet aid, like American aid, is used to 
generate local currency ? | 
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Could the committee have a report on the amounts of Sino-Soviet- 
owned local currency in countries where it exists, other arrangements 
under which it is generated, and on the techniques used in its man- 
agement ¢ 

Mr. Rosertson. Am I correct, Senator, in understanding that you 
want us to prepare the answers to these questions and sation them 
for your record ¢ 

Senator Smrru. Yes. Iam going tosubmit this whole thing to you 
so you can have the answers worked out, but I thought an oral com- 
ment on that would be very helpful to us. 

Mr. Moyer. I would just like to take a minute on that. What you 
asked about is true in Cambodia; the aid is from Communist China. 
I know of no other country, at least in the Far East, where this is 
true, but we would have to doa little more research to be sure. 

Senator Smiru. Your answer is yes; that it is? 

Mr. Moyer. In Cambodia this is true; yes, sir. 

The Cuamman. Shouldn't they then undertake to look them all up? 

Mr. Moyer. I know of no others at. the moment. 

The CuatrmMan. You can submit that for the record. 

Senator Smirn. If you want, we can submit all of these points. 
I thought 1 or 2 might be of special interest. I have been very much 
concerned, as I said before, about Cambodia. 

Mr. Moyer. I would like to, if I may, just add this. 

I was in Cambodia about 6 weeks ago, and the Chinese Communist 
have made skillful us of this tee hnique. 

They brought in the commedities on the same basis as we do; they 
are sold and generate! local currency.  [ Deleted. | 

The local currency is given out to governors of the different 
provinces, sort of a )portioned out. The local currency is used for 
different things, to build a school, or repair an irrigation dam, but 
without any control by the Communists. It is given over for use 
entirely at the Cambodian Government’s discretion. This has a 
favorable psychological effect. 

How much economic effect it is having, I don’t know.  [ Deleted. | 

Senator Smirn. That is where they have made grants of aid and 
taken this local currency ? 

Mr. Moyer. They have been grants. It is something like the Com- 
munist technique of going in first with a gift to make a good impres- 
sion, to buy their way in, as it were, and that is the way I interpret 
this. It isone of these gifts to buy their way in. 

Mr. Rozertson. There are only three countries in the Far East so 
far that have accepted aid from the Sino-Soviet bloce—Cambodia and 
Burma and Indonesia. They are the only there countries involved. 

Senator Smirn. Of course, Indonesia is in a very wobbly situation 
right now, which I suppose would account for that. 


EXCHANGE RATE SITUATION IN VIETNAM 


Now, I have a question here on Vietnam. This is a question 
which interests Senator Long particularly. 

What steps have been taken to correct the exchange rate situation 
which was so severely criticized in the Clement Johnston report to 
the Senate Special Committee on Foreign Aid last year? 
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Mr. Roserrson. Senator, Mr. Leland Barrows, who is the head of 
the ICA program in Vietnam, is here today and has been standing by 
to answer that very question. So I should like to invite him to the 
table and let him answer the question. 

Senator Smrru. He can do that, but this should be done rather 
fully. I think it was asked the other day of Secretary Dulles. How 
do we stand on the exchange situation ¢ 

Mr. Barrows. Senator, there have been steps taken which, in our 
opinion, effectively correct. the situation. {Deleted.| They have 
made very real progress. 

We feel that the only way you can correct an exchange rate situa- 
tion fundamentally is to cure the inflation which is causing the deteri- 
oration of the currency. ‘The things that have been done are basically 
twofold. 

In the first place, they have imposed additional taxes on imports, 
which have raised the cost of imports and reduced the demand by that 
same means, and have increased the vield of the aid that we give in 
terms of local currency. 

The second thing they did is to get control of the expenditures in 
their budget, and they have greatly improved budget administration 
in the last year, so that certain expenditures of a deficit sort which 
occurred in 1955 and 1956 did not occur in 1957. 

The result of those two actions was to increase substantially the rev- 
enues of the Vietnamese Government and once again cut down tue 
demand for imports. The results have been that since about last year, 
just about a year ago when new taxes were imposed, you had a defla- 
tionary situation in the country. 

There have been no excessive profits on imports for over a year. In 
fact,the general complaint. of the. business community is that there 
have been no profits at all because they have had difficulty in moving 
the merchandise. 

Also the Government, on account of the increased revenues, has been 
able to make a somewhat larger contribution to its military budget 
from its own resources than we had planned, and to undertake certain 
other necessary works. 

We estimate that the effective cost of imports now is not 35 piastres 
to a dollar, which is the official rate, but about 53, and we think that 
is the real value of the piastre in terms o/ foreign trade. 

The reason we think that is this: They can export their rice and 
rubber, which are by far their principal exports, with a special export 
rate of about 47 to the dollar. So we think that the real value of the 
piastre in foreign trade is about 50, and that is about what they are 
now getting for imports because of the new taxes. 

Many people who see that we have a free rate there of 70 for tourists 
and diplomats, and who see that there is a black-market rate of about 
80 think that these represent the value of the piastre, and 1 want to 
point out that the 70 rate is mainly for what we call invisible 
transactions. That is not what people are willing to spend for im- 
ports. That is what a few people are willing to spend to get money 
out of the country, and it isn’t a true reflection, in our judgment, of 
the value of the piastre. 

| Deleted. } 


i RE ORO aaa RR ee ACR 





MUTUAL SECURITY ACT OF 1958 347 


To sum up, there are now no windfall profits. There is a general 
stability in theeconomy. The yield of the aid is about 53 to the dollar, 
which is about right, and everything short of a devaluation has taken 
place to correct the situation. 

Senator Smiru. I might follow up on that. Iam very glad to hear 
it. 

Do you believe any amendment to legislation is desirable? For 
example, might we provide that all aid is to be furnished at a 
realistic exchange rate, or something of that sort ? 

Mr. Barrows. This particular question, Senator, has general appli- 
cation, and I could only comment I think usefully on what might be 
its effect in Vietnam. 

I think we have in effect accomplished that in Vietnam and there- 
fore, the particular proposal I don’t believe would be necessary. As 
to its more general application, I would prefer that someone else 
comment. 

Senator Smirn. Have you a written report on this subject ? 

Mr. Barrows. I have not a written one, no, sir, but can do so. 

Senator Smrru. I just feel that since this point has been raised by 
different people, especially Senator Long of Louisiana, and I thin 
the question will come up on the floor, I would like to be equipped 
with the necessary material to answer the questions to see if we can’t 
dispose of the matter. 

(The following information was subsequently submitted :) 


COMMENT ON EXCHANGE RATES 


The following is the position of the Department of State in respect of possible 
amendment of mutual security legislation covering the problem created in the 
administration of aid by unrealistic exchange rates: 

The establishment by a government of a rate of exchange for its currency is 
its sovereign prerogative. Consequently external pressure to modify an exchange 
rate is usually construed as unwarranted interference in internal affairs. The 
newly created, excolonial countries of the Far East are particularly jealous of 
their sovereignty and react adversely to any foreign urging that they take govern- 
mental measures which they would not take of their own volition. 

Currency devaluation is an extremely sensitive subject in all countries. 
Depreciation of the currency usually reflects adversely on the government in the 
eyes of the public. It increases internal prices and the cost of living, and becomes 
a domestic political issue. Therefore, governments especially resent pressure for 
exchange rate revisions. Even the International Monetary Fund articles of 
agreement do not give the fund itself the right to propose new exchange rates. 

Any United States action which is viewed locally as undue pressure on the 
government of the country is likely to redound to the disadvantage of the 
United States and would provide ammunition for Communist propaganda which 
claims that America’s aid has enslaving colonial “strings.” Indeed, any rigid 
requirement that the United States determine the value of another country’s 
money and require the country’s concurrence in that determination as a prere- 
quisite of aid would create political problems seriously impairing relations with 
the United States. 

This does not mean that the subject of exchange rates is excluded from United 
States discussions with countries receiving United States aid. On the contrary, 
exchange rate problems are dealt with continually with the governments of such 
countries. Any successful aid relationship with a foreign country must be one 
of mutual cooperation. Within the framework of this cooperation, problems of 
all sorts can be worked out with a common purpose, and in the common interest. 
Exchange rate problems need to be attacked in this same way, without arbitrary 
dicta which appear to neglect a foreign government’s sovereign powers. 

In fact the bilateral agreements for economic cooperation make reference to 
exchange rates and the manner in which it shall be decided what rate shall apply 
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for the calculation of local currency equivalents of dollar values in specified cir- 
cumstances. Exchange rate problems arising in the administration of the mutual 
security program are not uniform. They vary in kind and degree with emphasis 
primarily economic in one country, primarily political in another. Solutions must 
fit the particular situation. 

The technical determination of a realistic exchange rate is most difficult. It 
involves value judgments and many unpredictable factors. It depends, among 
other things, upon comparisons of internal and external price levels and their 
movements. A change in rate structure also involves judgments as to timing, since 
the economic and political consequences of a change in a rate may be influenced 
by the effective date, by seasonal agricultural factors and other considerations. 
Furthermore, devaluation should not be an isolated financial measure. A serious 
program of related actions is necessary if the devaluation is to have a salutary 
and lasting effect on the economy. 

Black or special rates for small transactions are not necessarily rates which 
represent the real value of a currency. These rates are in part a byproduct of 
trade and exchange restrictions since no matter what the official rate levels are, 
an even more depreciated black-market rate will exist if there are restrictions. 

In some cases the problem of reasonable valuation for United States aid 
admits of solutions other than currency devaluation. This is true when the 
governing purpose of aid is to provide military or other budgetary support. 
A large portion of the foreign currency counterpart of United States aid then 
is tantamount to Government revenue. <A tax on imports, the tie-in auctioning 
of Government bonds, a production tax discriminating against imports, or a cer- 
tificate exchange rate system for reselling to importers the foreign exchange pro- 
ceeds of exports, could all yield the same additional revenue from commodity 
imports financed by United States aid as would derive from devaluation and 
have other desired effects upon trade. Such direct measures also tend to 
eliminate windfall trade profits attributable to overvaluation of the currency. 

As a rule the United States accepts, as a basis of aid transactions, the rate of 
exchange of a foreign country’s currency accepted by the International Monetary 
Fund, and supports and encourages the Funds’ efforts to engender actions lead- 
ing to the adjustment of unrealistic rates which overvalue the currency of the 
country involved. 

There are situations where reasonable use of resources provided by the 
United States requires adjustment of exchange rates. If no action by the re- 
cipient country taken on a cooperative basis is adequate, the United States has 
the option of reducing its aid to a point which is appropriate to the circum- 
stances. Reduction of aid would require the recipient country to adjust ac- 
cordingly. It would not, however, assure that such adjustment would be con- 
sistent with United States objectives. The adjustment might reduce Govern- 
ment expenditures by cutting the size of the military below desired levels or, 
alternatively, cover the revenue shortfall by undesirable inflationary financing. 

It is of great importance that the administration have latitude to determine 
United States actions with respect to exchange rates in the light of all the for- 
eign policy factors concerned. Any amendment relating to this subject, if 
enacted at all, should therefore be couched in terms which would not prejudice 
the foreign policy and aid objectives of the United States. 


ECONOMIC DEVELOPMENT IN NORTH AND SOUTH VIETNAM 


There is one more question here, Mr. Secretary. The presentation 
book says: 

Propaganda beamed to South Vietnam by radio, incessantly stresses the eco- 
nomic development taking place in the North. [Deleted.] 

Even making allowance for the squeeze on personal consumption, 
why does economic development proceed faster in the North ? 

Mr. Roserrson. I will submit an answer, but very briefly I should 
like to comment now, with your permission. 

Senator Smira. Yes. Iam interested in that question. 

Mr. Roserrson. The personal consumption in the North as a matter 
of fact is well below the level prevailing in the South. 
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Senator Smiru. Does that mean you have a higher standard of liv- 
ing in the South, by permission of the powers that be, than they have 
in the North? 

Mr. Ropertson. It means that they consume more. And of course, 
you rate standards of living in terms of consumption. 

The North contained the bulk of Vietnam’s industrial and mining 
facilities prior to the division of the country. Most of the industrial 
and mining facilities were in the North, and they have put most of 
these facilities back in production with extensive Communist bloc aid. 
The South is compelled to develop its program for installations of 
this type without any previous base. It got its program underway 
with the opening up of a textile mill at the beginning of February 
1958. 

Both the North and the South have made progress in the restoration 
of transport and communications facilities with the edge favoring the 
North. In other words, they had a much more favorable base from 
which to start, so we must take this into consideration comparing them 
today. We must take into consideration the differences in the bases, 
between the North and the South. The South is largely agricultural 
rather than industrial. 

Senator Smirn. The quotation I read was from the presentation 
book. 

Mr. Rosertson. We will submit a more complete answer to that 
question. Incidentally, I should have referred this question to Mr. 
Barrows. He is just out of Vietnam. 

Mr. Barrows. I have two points that, I think, are relevant here. 
Tn the first place, if you compare the figures you must remember that 
two-thirds approximately of our defense support aid, although it is 
considered economic in its application to the country, actually is used 
to support the armed forces in South Vietnam, so that the amount 
available for other defense support projects, having to do with eco- 
nomic development is really less than half this [deleted] million 
figure. 

The second factor I wish to mention is that in the North they are 
going ahead in the industrial field on a straight-out Communist basis 
with publicly owned industries, and it is relatively easy for them to 
find them and start them. Whether in the long run they will operate 
effectively, of course, is a question. 

The South, on the other hand, both the Vv ietnamese and we, are try- 
ing to start this activity on the basis of private ownership and opera- 
tion, and there very frankly you run into the problem of nationalism. 

The people who are in the position to develop industries in free 
Vietnam are for the most part foreigners, French principally, and 
there is a strong resistance on the part of the Vietnamese to further 
expansion by French interests. 

In the North their problem is solved. They just swept them out. 

Senator Smire. What happened to that big Chinese population that 
I found in South Vietnam below Saigon ? Are they out ? 

Mr. Barrows. No, sir; they are there. And most of them, after 
a considerable internal struggle with the Government, a political 
struggle, most of them, the younger generation born there, is taking 
Vietnamese nationality. That problem for a time was the source of 
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some trouble, and some delay in the economic development of the 
country. 

But it has been resolved and as evidence I offer this fact: That 
Chinese capital is about to start a second textile mill which they will 
finance entirely, so far as piasters go, with their own resources. 

Now the kind of compromise made was this: The Vietnamese re- 

uired that the second-generation Chinese own at least 51 percent of 
the company. That enables them to say it is a Vietnamese company. 
Their parents, who retain Chinese nationality, own 49 percent. Of 
course, it is all the same group of people, but it is a Vietnamese opera- 
tion with Chinese support. | Deleted. ] 

They are getting Taiwanese technical assistance from the Chinese 
Government on Formosa, and this new arrangement has been con- 
firmed by an invitation to visit Taipei. 

Senator Smrrn. Mr. Chairman, I will refrain from the balance of 
these questions as I say. I request that they be prepared for our 
record. 

The Cuarrman. Very well. Thank you. 

(The Department subsequently furnished answers to the questions 
submitted by Senator Smith. The unclassified portions are as 
follows :) 

BURMA 


“A United Press story from Rangoon, printed in the New York Times March 4, 
said Burma needed $400 million in foreign loans ‘to repair the ravages of World 
War IL.’ The story reported that ‘some Western observers here feel it is time 
for the United States and other nations to step in with aid.’ What is the 
adininistration’s feeling?” 

The Department agrees that Burma needs external assistance for its economic 
development program. Burma is, in fact, receiving substantial assistance from 
the International Bank for Reconstruction and Development, from the U. N. 
technical assistance program, from the Colombo plan, and from the United 
States, as well as from the Soviet bloc. Aid from the United States is in the 
form of a long-term $25 million economic development loan and surplus agri- 
cultural products sold under the provisions of Public Law 480. 


KOREA 


“The presentation book shows that the cost of living index in Korea has 
risen from 100 in 19538 to 350 in 1957. The American aid program, in total, 
amounts to about one-fourth of the Korean gross national product. Could not a 
program of this size be administered in a way to make a greater contribution to 
economic stability? Or has the very magnitude of the program contributed to 
inflation?” 

Although economic stabilization has been and remains a major United States 
objective in Korea, its accomplishment has been slow and difficult because of 
the heavy military burden. An armistice situation still prevails in Korea. In 
order to maintain a strong, modern military establishment in the face of the 
continued Communist threat, the Republic of Korea must make large expendi- 
tures for defense from its own limited resources above and beyond the contri- 
bution from United States aid funds. It is therefore hardly surprising that 
the Republic of Korea, devastated by 3 years of war and confronted by urgent 
relief and reconstruction requirements, should have found it necessary to resort 
to inflationary financing. 

Korea’s first regular economic aid program was for the fiscal year 1954. 
While this aid helped prevent disastrous, runaway inflation, it was some time 
before needed commodities could be programed and shipped, and the full anti- 
inflationary impact of the program was felt only in late 1956 and 1957. Through 
concerted Korean and American effort, heartening progress has been made 
during the past year in stabilizing prices. The success of these measures is 
reflected in the 8-percent decline in the cost-of-living index during the calendar 
year 1957. In this connection it may be noted that the 23-percent rise in the 
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average annual cost-of-living index from 1956 to 1957 as shown in the presenta- 
tion book reflects price increases in 1956 before the stabilization program became 
fully effective. 

The success of anti-inflationary measures in 1957 shows that the aid program 
has been administered in a manner to make a vital contribution to Korea’s 
economie stability. United States aid has in no way promoted inflation, but 
has served as the most important stabilizing influence. By supplying consumer 
goods and raw materials it has absorbed excess purchasing power, Overcome 
shortages, and provided local currency for essential military needs and economic 
reconstruction. 

With reference to the statement that the aid program amounts to one-fourth 
of the Korean gross national product, it may be pointed out that overall aid 
figures include a substantial military component which is of little or no help to 
the Korean civilian economy. Korean economic aid for fiscal year 1957 plus 
sales of agricultural surpluses under title I of Public Law 480 amounted to no 
more than 13 percent of the gross national product. 


THAILAND 


“(a) The presentation book (p. 127) says dollar aid funds will be required 
in fiscal 1959 ‘to finance additional local currency generation for the planned 
level of commitments, and to provide the necessary pipeline for military require- 
ments anticipated in early fiscal year 1960.’ Is the object of aid to acquire 
foreign currency, or is it to provide imports which could not otherwise be 
financed?” 

The overall objectives of United States economic assistance to Thailand are 
stated on page 121 of the presentation book. The quotation in the above ques- 
tion refers only to the nonproject component of the fiscal year 1959 defense 
support program. Nonproject funds are used to finance imports of essential 
commodities which, when sold, generate local currency. This local currency 
enables the Thai Government to carry out essential defense support and military 
construction projects without increasing the burden on its budgetary resources, 
which are already strained by large expenditures for defense, internal security, 
and other activities necessary for the maintenance of political stability. The 
commodities imported with nonproject funds help to keep under control the 
inflationary effect of these large government expenditures. 

“(b) Is the generation of foreign currency in itself a proper objective of the 
mutual security program ?” 

The generation of local currency is not an objective of the mutual security 
program ; it is, however, considered to be an appropriate technique for achiev- 
ing program objectives. In the case of Thailand, as indicated above, it is the 
means of providing the necessary internal support for the construction of certain 
essential military facilities and basic economic projects, notably highways which 
contribute to strengthening the country’s defense posture. 


VIETNAM 


“What steps have been taken to correct the exchange rate situation which 
was so severely criticized in the Clement Johnston report to the Senate Special 
Committee on Foreign Aid last year?” 

Within the past year effective steps have been taken by the Government of 
Vietnam to correct the exchange rate situation described in the report on South- 
east Asia made by Mr. Clement Johnston for the Special Senate Committee to 
Study the Foreign Aid Program. While the Government of Vietnam has been 
unwilling to undertake a formal devaluation of the piaster, it has adopted other 
fiscal measures which have had a similar effect in practice. In March 1957, it 
replaced its system of turnover taxes with a new series of production taxes 
which applied with particular severity to imports (i. e., 15 percent to 35 percent 
of the total of landed cost and customs). At the same time, the government ap- 
plied to a substantial number of imports an additional tax designed specifically 
as a substitute for an exchange rate adjustment. 

Higher taxes to increase the piaster cost of imports have not been the only 
means used to improve the situation. The Government of Vietnam also has 
adopted new and much stricter budgetary procedures than had been in effect 
during 1955 and 1956, the first years of Vietnam’s national and financial inde- 
pendence. By means of these new measures the Vietnamese civilian budget, 
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which showed substantial deficits in 1955 and 1956, had a substantial surplus 
in 1957. 

As a result of the stricter control over government expenditures and the 
increase in the piaster cost of imports, windfall profits and aid-financed goods 
were eliminated more than a year ago. Moreover, the amount of piasters 
received from importers for each dollar’s worth of aid-financed imports has 
been substantially increased. Merchants, far from having made excessive profits 
on aid goods, for more than a year have been hard pressed to make any profits 
at all. There are grounds to argue that the deflationary effect of the govern- 
ment’s financial measures has been too severe, and that the piaster could not 
be formally devalued at this time without some significant reduction in the 
present level of import taxes. 

The present exchange rate situation in Vietnam can be summarized as fol- 
lows: All essential imports, whether paid for from United States aid or from 
Vietnam’s own foreign exchange earnings, are imported at the official rate of 
35 piasters to the dollar (or the equivalent rate for other currencies). Normal 
customs duties, plus the new taxes described above, add on the average 18 
piasters to the cost of each dollar’s worth of merchandise. The effective rate of 
exchange for essential imports thus is about 53 piasters to the dollar. With 
respect to exports, an effective rate of about 47 piasters to the dollar has been 
established. At this rate, Vietnam currently is finding it possible to sell all 
available supplies of its two major export products, rice and rubber, an indica- 
tion that the real value of the piaster for import and export purposes is fairly 
represented by an exchange rate of 50 to the dollar. 

Visitors to Vietnam will observe that in addition to the effective import rate 
of 58 and the effective export rate of 47 described above (Which govern al! 
ordinary merchandise transactions), there are two other official exchange rates 
in Vietnam used for special purposes. ‘The first of these is the rate governing 
transactions in the so-called limited access free foreign exchange market which 
was established in July 1956. This rate, which has fluctuated around 70 piasters 
to the dollar, is used mainly for a limited number of “invisible” transactions. 
The dollars or other foreign exchange sold for piasters in this market come 
in large measure from tourists and diplomatic and other governmental missions. 
The piasters sold for these dollars or other foreign exchange, at the rate of 
70 to 1, come principally from foreign-owned corporations and foreign technicians 
and merehants allowed to transfer out of Vietnam reasonable amounts of 
profits and personal savings (after the payment of all taxes), and willing to 
pay the substantial premium involved. In any economy subject to exchange 
control, there are always some people who are willing to pay a premium to 
transfer funds. The price paid for such transfers in the limited access free 
market in Saigon, and the even higher price paid for similar transactions in 
the black market, should not be taken as a guide to the price the mass of the 
Vietnamese population would be willing to pay for imports. 

The other special exchange rate, referred to above, applies to a limited 
number of nonessential imports. Any country using an import licensing and 
exchange control system has to deal with this problem, i. e., imports of luxuries 
such as wine and liquor, perfumes, gold watches, fancy foods, ete. An abso- 
lute prohibition of such imports is difficult to enforce and has other disadvan- 
tages, particularly for a country trying to attract tourist trade. Vietnam has 
preferred to provide some of its own foreign exchange to admit a limited 
amount of such products at an exceptionally high cost. Currently, the effective 
rate of exchange for the small volume of such transactions in Vietnam is 110 
piasters to the dollar. The effect of setting this rate is to limit severely the 
volume of such imports and to give the government additional revenue from 
these transactions. United States aid is not being used for this purpose. 

To summarize, since Mr. Clement Johnston visited Vietnam in November 
1956, improved budget administration and the imposition of new and heavier 
taxes on imports have eliminated all windfall profits on the sale of goods pur- 
chased with United States aid and have substantially increased government 
revenues derived from such aid. These increased revenues have enabled the 
Government of Vietnam to increase its contribution to the Vietnamese military 
budget beyond the amount budgeted for 1957, and to assume the cost of certain 
defense support projects for which the allocation of counterpart funds was 
originally planned. This increase in revenues from import taxes has been a 
significant factor in enabling the Vietnamese economy to absorb the reduction 
in aid experienced this year, and also has made possible a smaller defense 
support request for fiscal year 1959 than otherwise would have been necessary. 
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POSITION OF UNITED STATES AMBASSADORS IN FAR EAST 


The Cuatrman. There is just one question I would like to ask 
about the letter, Mr. Secretary. You read this letter from the am- 
bassadors into the record. (See p. 340.) 

Mr. Roperrson. Yes, sir. 

The Cuamman. And I wanted to ask you whether this letter from 
the ambassadors was unsolicited and voluntary ? 

Mr. Roserrson. It was completely unsolicited. It was entirely 
voluntary. I was chairman of this Chiefs of Missions Conference 
and can so testify 

The CuHamman. And the letter simply restates the administra- 
tion’s position, does it not ? 

Mr. Roperrson. It states a position which is their own, which does 
happen to coincide with the administration’s position. 

The Cuamman. It is the same position. 

Mr. Rosrrtson. Yes, it is the same position. 

The Cuarrman. That is what I wanted to ask. 

Mr. Rosertrson. Senator, this letter was written after 3 days 
of discussion of the problems of the are: 

The Cuamman. It is a very natural question to ask. 

Mr. Roserrson. Yes, it was, and I am glad I could answer it at 
first hand from my own knowledge. 

As our meeting was breaking up, one of the Ambassadors referring 
to the discussions and the overlapping problems suggested that they 
write the Secretary their views. The letter was not asked for. Sec- 
retary Dulles didn’t know anything about it until he received it. This 
Was a Spontaneous expression of concern by the Ambassadors about 
conditions existing in their areas. 

The Cnarmman. That is very interesting. I am surprised that the 
public didn’t hear about it sooner. 

Mr. Roserrson. It wasn’t written until March 17, and it had to be 
forwarded over here. 

The Cuamman. That will complete this hearing. The next meet- 
ing of the committee on the Mutual Security program for 1959 will 
be i in this room at 10 o'clock Monday morning, March 31, and that 
will be in executive session. 

At that time the committee will hear Hon. Fred W. Jandrey, Dep- 
uty Assistant Secretary of State for European Affairs, and his: asso- 
ciates, on Mutual Security program in Europe; Hon. Joseph Palmer, 
Deputy Assistant Secretary of State for African Affairs, and his as- 
sociates, on the Mutual Security program in Africa; and Hon. Roy 
R. Rubottom, Jr., Assistant Secret: ivy of State for Inter-: Americ an 
Aff: airs, and his associates, on the Mutual Secur ity program in Latin 
America. 

If there is no further business, the committee will stand adjourned. 

(Whereupon, at 1:10 o’clock p. m., the committee was adjourned 
until Monday, March 31, 1958, at 10 o’clock a. m.) 
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MONDAY, MARCH 31, 1958 


Unrrep Srares SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D.C. 


The committee met, pursuant to recess, at 10: 05 a. m., in room F-53, 
United States Capitol Building, Senator Theodore Francis Green 
(chairman) presiding. 

Present : Senators Green (chairman), Morse, Wiley, Smith, Hicken- 
looper, Knowland, and Aiken. 

The CuatrMan. The meeting will please come to order. The For- 
eign Relations Committee this morning continues its detailed exam- 
ination of the proposed mutual security program for 1959. There 
will be administration teams on each of the three programs, the pro- 
gram in Europe, in Africa, and in Latin America. I suggest that we 
follow the same procedure which was used on last Friday. That is, 
yrepared statements will be received for the record and the senior 
State Department representative will give a brief oral summary. 

Members of the committee may then ask questions directed to any 
The program for Europe will be presented by Mr. Freder- 
ick W. Jandrey, Deputy Assistant Secretary for European Affairs, 
Brig. Gen. John S. Guthrie of the Defense Department, and Mr. 
Stuart H. Van Dyke of the International Cooperation Administra- 


Next we will hear about the program for Africa from Mr. Joseph 
Palmer 2d, Deputy Assistant Secretary of State for African Affairs, 
Rear Adm. Charles K. Bergin of the Defense Department, and Mr. 
Van Dyke of ICA. 

On Latin America the witnesses will be Assistant Secretary of State 
Roy R. Rubottom, Jr., Col. E. B. Hanford of the Defense Depart- 
ment, and Mr. Roland $8. Atwood of the International Cooperation 
Administration. 

Mr. Jandrey, will you proceed, please, to summarize the presenta- 
tion on Europe? 
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STATEMENT OF FREDERICK W. JANDREY, DEPUTY ASSISTANT 
SECRETARY FOR EUROPEAN AFFAIRS, DEPARTMENT OF STATE; 
ACCOMPANIED BY BRIG. GEN. JOHN S. GUTHRIE, DIRECTOR, 
EUROPEAN REGION, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS; AND 
STUART H. VAN DYKE, REGIONAL DIRECTOR FOR AFRICA AND 
EUROPE, INTERNATIONAL COOPERATION ADMINISTRATION 


(The statements on Europe referred to are as follows:) 


STATEMENT BY FREDERICK W. JANDREY, DEPUTY ASSISTANT SECRETARY FOR 
EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


I consider it a privilege to appear before you today on behalf of our proposed 
mutual security program for Europe. As in the past several years, the program 
which we are proposing for fiscal year 1959 is largely one of military assistance. 
It is intended to provide equipment and training needed to supplement the very 
substantial defense efforts of our European allies. 

Why is it still necessary for the United States to provide military assistance 
to Western Europe, in view of Europe’s remarkable economic recovery? How 
long must this assistance continue? The answer to these questions, in my 
opinion, is that we should be prepared to continue military assistance to our 
European allies as long as we find it is “good business” to do so—in other words, 
as long as we determine that this is the most practical and efficient way of 
maximizing the total defense available to ourselves and the free world. How 
long this will be I do not know, any more than I know how long it will be 
necessary for our own Defense Establishment to continue spending at the pres- 
ent rate. But I think we have overwhelming evidence right now that cutting 
off military assistance to Europe would cost us considerably more than the five 
or six hundred million dollars we would save in mutual security funds. 

To understand this point, we first have to be clear about the basic purpose of 
our military assistance programs in Europe. It is not charity. It is not a 
giveaway. It is not so much an effort to cure the military weaknesses of our 
allies as an effort to capitalize upon their actual and potential military strength 
and to round out the total defense of the North Atlantic area. 

I sometimes think that our military assistance program in Europe is mis- 
understood because it followed so closely on the heels of the Marshall plan. 
Actually, the purposes of the two programs were fundamentally different. Our 
linge economic aid program in Hurope was a temporary measure, designed to 
enable the European nations to achieve a degree of recovery sufficient to permit 
them to stand on their own feet economically. We all know that the Marshall 
plan was highly suceessful in this respect. 

The military program, on the other hand, is designed to safeguard our own 
security so long as the threat of possible Soviet aggression persists. Now the 
truth is that none of the European countries is self-sufficient militarily. Nor 
does it seem likely that any of them will be able to stand alone at any time 
within the foreseeable future, any more than it seems likely that our own 
country will be able to stand alone. In this modern age we can no longer think 
in terms of the ability of France, or Belgium, or Italy to reach a point where it 
can protect itself solely through its own efforts and resources. Even the United 
States, with far greater size and strength, will probably never be able to do 
that. Therefore, I believe it is essential that we think in terms of total defense. 
Our job is to try to devetop our plans and spend our money in such a way as 
to maximize the total defensive power available to protect the American people 
and other free peoples. 

At the present time, our European allies are making a substantial contribution 
to the total defensive power of the Western World. In 1957 the defense ex- 
penditures of the European NATO countries hit a postwar peak estimated at 
$13.1 billion. This means that last year these countries were spending for 
defense purposes $10 of their own money for every dollar’s worth cof American 
aid received. These figures, moreover, include the less developed countries of 
Greece and Turkey. The ratio for the western European countries alone would 
bo even greater. Thus, you might say that in terms of total defense we are 
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getting better than a 10-to-1 return on our investment in Western Europe. In 
any case, Europe’s actual and potential defensive power represents a priceless 
asset which it would be very shortsighted for us to throw away. 

The real question is not how much we want to do for other countries, but 
how much we want these other countries to be in a position to do for us as 
well as for themselves. No one in the executive branch believes that the United 
States should try to take on the job of defending the whole world all by itself. 
We need the help of our allies, and we want to be sure that their efforts are 
not wasted. We are spending close to $40 billion annually on our own Army, 
Navy, and Air Force. If we are able. by spending roughly one-eightieth of 
that amount, to add the necessary margin of effectiveness to the forces raised 
by our European allies and thus to enhance the total defense, I submit that this 
is a good investment. 

Now, at this point, another question naturally emerges. Why, it may be 
asked, is it necessary for the United States to make any direct contribution 
to European defense efforts? Isn’t our own Defense Establishment a sufficient 
contribution? If the Europeans are spending $10 of their own money for every 
dollar they get from us, why cannot the Europeans increase their own spending 
to make up the difference? Wouldn't this produce approximately the same re- 
sults we are getting now? 

The answers to these questions are complicated by various political, economic, 
military, and technical factors, but the answer to the last question is a definite 
“no.” We would not get the same results. American military assistance is 
like a piece of yeast which causes the whole loaf of bread to rise. Without it, 
we could not hope for the same level of European military effort, nor could we 
hope that the efforts actually made would be very effective. The reason 
for this is that there are many essential items of equipment, such as missiles 
and aireraft, which our European allies cannot develop and produce for them- 
selves, and which most of them cannot buy from us without sacrificing other 
valid defense objectives. Unless they can obtain these items, they have little 
prospect of developing modern forces effective in the type of defense on which 
NATO plans rest. If these essential weapons are not made available, and the 
forces of our NATO allies are not properly trained and equipped, their efforts 
and ours, too, nay well go for naught. In other words, American aid can 
make the difference between the development and maintenance of Allied defense 
forces which represent a useful addition to the total defensive strength of the 
free world and forces which are of little use to anybody. 

The availability of American assistance not only has a vital effect upon the 
size and quality of the defense forces produced by allied efforts, but also affects 
the willingness of these countries to continue their efforts. The European tax- 
payer is no more willing than the American taxpayer to spend money on projects 
that do not represent a wise use of resources. In the long run, the willingness 
of European governments, parliaments, and citizens to continue making sacrifices 
for western defense will depend upon their conviction that these sacrifices 
actually represent a meaningful contribution. 

In this connection, I think we should also take note of the fact that the 
European contribution is not solely a matter of willingness, but also a matter 
of economie capacity. It is quite true that the European nations have achieved 
a remarkable degree of economic recovery since the beginning of the Marshall 
plan. But it is also true that European economic resources, both individual 
and collective, are still a long way below our own. The real income of the 
average European citizen is still only about one-half that of the average American 
citizen, and in some countries, such as Italy and Portugal, it is more like one- 
third. Moreover, contrary to popular belief, he already pays a slightly higher 
percentage of his income in taxes than the average American does. When the 
bare necessities of life are paid for, there is not much left. Furthermore, 
political factors cannot be overlooked. In some countries domestic political 
considerations quite definitely limit the government’s ability to make a greater 
defense effort. Even so, taking the European NATO countries as a whole, defense 
expenditures have risen steadily the last 3 years. Under the circumstances. I 
believe that by and large our European allies are doing a thoroughly creditable 
job and carrying their fair share of the load. 

NATO of course has problems. We are only too keenly aware of the un- 
fortunate effect within the alliance of France’s difficulties in North Africa, of 
the Cyprus problem, and of the question of the continued payment by Germany 
of support costs or some substitute arrangement. 
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But I am sure you will agree that by and large the NATO Alliance has been 
notably successful. It has enabled us to stem the Communist tide that was 
sweeping westward through Europe in the early postwar years. Indeed, this 
tide has to some extent been reversed because it is evident that NATO and the 
assistance which the United States has provided to Europe under the mutual 
security program have exercised a profound psychological influence throughout 
all of Europe. Signs of strain in Eastern Europe can be attributed at least in 
part to this influence. Western Europe, without the security and confidence in- 
spired by the Alliance and by United States assistance, could not have made 
the remarkable economic recovery that it has. And this recovery, in turn, has 
enabled the European countries to make a greater contribution to the mutual 
defense effort and to participate in providing aid to some of the underdeveloped 
areas of the world. 

Under the protective shield of NATO the European nations have made further 
progress toward political and economic unity. Early this year the European 
Common Market and Buratom came into being. The significance of these 
agencies lies not only in the very substantial degree of economic integration 
achieved by the six nations participating but also in the progress toward political 
unification and in the lessening of divisive national rivalries, particularly in 
the case of France and Germany. 

NATO has also stimulated more active cooperation among the Atlantic na- 
tions in other fields. Increasing attention, as you know, is being given to 
political, economic, and cultural relationships among the member countries. 
Political consultations in NATO during the past year were more extensive 
and more profitable than ever before. During the negotiations in the U. N. 
on disarmament, our use of the NATO forum for consulting with our allies 
worked very effectively. Perhaps the most eloquent testimonial to the success 
of NATO is to be found in the unremitting efforts of the U. S. S. R. to undermine 
or break up the Alliance. First the peace offensive of 1955 and more recently 
the barrage of threats and diplomatic letters to which we and our allies have 
been subjected testify to the Soviets’ determination to disrupt western unity, 
of which NATO has been the symbol. 

I would like to say a word about the program proposed for Europe for fiscal 
year 1959. Once more we are requesting funds for what is essentially a mili- 
tary and defense support program. Of the approximately $281 million pro- 
posed for Europe, $251 million is related directly to defense, i. e., $206.5 mil- 
lion for military assistance shown in European country programs plus $45 
million for defense support. These figures do not tell the whole story, how- 
ever. As in previous years, much of the proposed military assistance can only 
be planned at this early stage of the programing process on a global basis. 
Such items as missiles, aircraft modernization, and spare parts (described in the 
presentation book on “Nonregional Programs” under the heading “Special Mate- 
riel Programs’) add substantially to the military program when broken down 
by region and by country. While the country allocations are very tentative at 
this time, the total thus developed for Europe (shown on page 7 of the pre- 
sentation book, “Europe and Africa’) amounts to $185 million, bringing the 
total proposed military aid program for Europe to about $392 mlilion. The 
great bulk of the $185 million additional increment, in the case of the Euro- 
pean countries, is intended missiles in order to carry forward the moderniza- 
tion of NATO forces which has been under way since 1956 and which is so 
important to General Norstad’s defense plans and our own security. 

Again this year defense support and technical cooperation assistance are pro- 
posed for Spain. During the past year inflationary pressures in that country, 
aggravated by a number of factors, have increased. Spain’s foreign exchange 
reserves during 1957 reportedly declined by at least $40 million. We do not, 
of course, expect our defense support program to solve all of Spain’s economic 
ills. Instead, this particular program has the more limited purpose of help- 
ing the Spanish to make a contribution to the common defense by partici- 
pating in the joint base program and by supporting a more effective Military 
Establishment. Defense support represents only part of a larger program for 
Spain which will undoubtedly continue to encompass dollar commodity assist- 
ance provided under Public Law 480 ($69 million has thus far been made avail- 
able in fiscal year 1958) as well as the possibility of loans from the development 
loan fund, applications for which are already on file. 

We are requesting continued special assistance and a small technical coop- 
eration program for Yugoslavia. No grant military assistance is proposed. 
In December, at Yugoslav initiative, further deliveries of military aid were 
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halted, and discussions were undertaken for the termination of the entire grant 
military assistance program. We do not exclude the possibility of some fur- 
ther sales of military equipment to Yugoslavia, however. The economic as- 
sistance which we have provided to Yugoslavia under this program in recent 
years has served one overriding purpose. It has helped Yugoslavia to main- 
tain its independent status. As the first European country to assert its inde- 
pendence of the U. 8. 8S. R., Yugoslavia has exercised and continues to exercise 
an influence in Eastern Europe out of all proportion to its size and its normal 
role in world affairs. The refusal to sign the Moscow Declaration last November 
on the occasion of the 40th anniversary of the Bolshevik revolution is evidence of 
Yugoslavia’s determination to act independently. Another important considera- 
tion, often overlooked, is that Yugoslavia, unlike the U. 8. S. R. and its satellite 
states, is not engaged in efforts to impose the Communist system on other coun- 
tries. Indeed there is evidence that some of the rather liberal reforms which 
have been introduced in Yugoslavia (e. g., the breakup of collective farms) 
have had an influence on the thinking in other Communist countries. 

Thus, the essential consideration which motivates our policy with respect 
to Yugoslavia is not whether we agree with that country’s political and economic 
philosophy but whether we want Yugoslavia to be able to stay independent. 
Our special assistance to Yugoslavia does help in the latter respect. It is there- 
fore clearly in our interest to provide such assistance. 

I am sure I need not describe in detail the importance of continuing our eco- 
vomic assistance to Berlin. As you know, we have a direct responsibility in 
Berlin, together with Great Britain, France, and the U. S. S. R., under the Four 
Power agreements made at Potsdam and also under the Convention on Relations 
with the Federal Republic of Germany negotiated in 1954. Ever since the days 
of the dramatie airlift, the city has been a symbol of western determination to 
stand fast against overwhelming odds. In subsequent years Communist harass- 
ment of Berliners and Allied personnel in Berlin has continued sporadically. 
Because of its isolation from the West, moreover, Berlin’s economic future can 
never be secure. On the other hand, the freedom and the relatively high standard 
of living in West Berlin (even with some 100,000 unemployed) are in dramatic 
contrast to the depressing political and economic conditions in the surrounding 
Commubpist-controlled territory. The attraction which this city represents and 
the avenues to freedom which it provides for residents of the East Zone are im- 
portant political considerations. The flow of refugees through Berlin is still 
continuing at the rate of about 8,000 per month. 

Finally, we are requesting $3 million for various technical exchange programs 
in Burope. The question may be asked why the relatively prosperous countries 
of Burope need a further contribution of $38 million for economic purposes from 
the United States. The answer, briefly, is that this assistance is an indication 
of our continuing interest in certain important activities and that the United 
States receives specific benefits, both political and economic, from this expendi- 
ture. This money is requested for a number of small programs, about half a 
dozen in all, each serving a special purpose and each of direct interest to the 
United States. For example, $1 million is requested to support a program within 
the Organization for European Economic Cooperation (QEEC) designed to pro- 
duce more and better scientists and engineers in the countries of the Atlantic 
Community and to utilize the present supply more efficiently. The availability 
of United States funds will be conditional upon at least a matching amount being 
contributed by the other countries taking part in the program. Our contribu- 
tion is important both to stimulate the efforts of other countries and also to 
make possible the participation of leading American authorities in this field, who 
have much to contribute to such a program and much to gain from it. It is 
evident, it seems to me, that a concerted effort of this nature to bolster the 
scientific and engineering resources of the free world is of benefit also to the 
United States. 

Another technical exchange program which I believe yields benefits to us well 
beyond the dollar cost involved is the $1 million grant to the European Productiv- 
ity Agency, a part of the ONEC. EPA has some half dozen major areas of activ- 
ity, all of which are useful and important in that they are helping to overcome 
certain basic economic problems which have handicapped these European coun- 
tries for generations. These include, for example, pilot projects to encourage 
introduction of modern techniques in southern Italy and other less developed 
areas of Europe: the encouragement of free, competitive enterprise; and, a 
matter of obvious interest in today’s world, cooperative projects for technology 
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and research. This is not just a do-good program but an investment in Europe's 
present and future, based on our firm conviction that we too stand to benefit 
from European progress in this area. 

As a third example of specific technical exchange programs, we have small 
bilateral labor-exchange programs with France and Italy. In these two countries, 
as you know, Communist strength has been most apparent in the trade-union move- 
ment. Moscow does not hesitate to pour out large sums of money to support its 
captive unions through the Communist parties in France and Italy. Our pro- 
grams are conducted by ICA in cooperation with the Department of Labor. They 
bring promising rank-and-file members of the free unions to this country for 
training in productivity and labor-management relations. These programs were 
endorsed last year by Ambassador Caffery in his report to the Senate Special 
Committee to Study the Foreign Aid Program, who pointed out that “the nature 
of the labor and Communist problems * * * is such as to make the continuation 
of a labor-exchange program for several years desirable.” 

In summary, I urge this committee to support the program for Europe because 
in terms of our own interests it is a paying proposition. It pays good dividends in 
security—which is a precious commodity these days. 


STATEMENT OF Bria. GEN. JOHN S. GuTHRIE, DrRECTOR, EUROPEAN REGION, OFFICE 
OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTERNATION AL SECURITY AFFAIRS 


Mr. Chairman and members of the committee, this statement is provided to 
supplement previous presentations by other Department of Defense representa- 
tives, most especially that of General Norstad, as a basis for such additional 
discussion and questions as you may desire. I will present the accomplishments 
of past military assistance programs, and the program proposed for fiscal year 
1959 for the North Atlantic Treaty area, and certain other European countries. 

It is planned to discuss first the NATO area as a whole, and then our program 
for Spain. Greece and Turkey will be referred to only in the overall context of 
NATO, as the details pertaining to these country programs have already been 
discussed by Rear Admiral Bergin, Director of Near East, South Asia, and Africa 
region as a part of his area of responsibility. 

Other witnesses have drawn your attention to the continuing threat the United 
States and the free world face from the growing Soviet technological military 
threat. Outside of the Western Hemisphere, Europe remains unquestionably 
the keystone of the existing deterrent to the Soviet use of its increased nuclear 
capabilities, as well as its masses of nonnuclear forces, in open aggression. The 
foundation of the current and potential strength of our European allies is sound, 
being based upon a combined non-Soviet European population, representing the 
most concentrated segment of the world’s technological capabilities of 337 million. 

Sometimes we forget that the free world maintains in Europe an appreciable 
numerical advantage over the 287 million population of the U. 8. 8S. R. and its 
Kuropean satellites. Coupled with the advantageous proportions of the western 
European industrial base, technical skills, and advanced scientific knowledge, 
the foregoing population figures should serve to remind us of the basic solidarity 
of the NATO structure. 

NATO developments and achievements which crystallized during the past 
year, spurred in part by new evidences of the marked advancements in Soviet 
technology, have been substantial. The NATO annual review completed in 
December 1957, indicated that, despite certain serious problems, the overall 
military strength of the alliance showed many improvements resulting largely 
from the maturing of plans long under development, the strengthening of the 
nuclear capabilities of the NATO shield forces the entry into service of new 
warships, and the modernization and improved quality of the air forces of 
several nations. 

The NATO Heads of Government Conference, which was convened in direct 
response to evidence of the increased Soviet threat, resulted in many important 
decisions which will chart the course toward solidification of and further 
significant increases in the NATO capability to deter, and if necessary, to 
combat effectively any type of Soviet aggression. 

These decisions include: 
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NATG DEPLOYMENT OF INTERMEDIATE RANGE BALLISTICS MISSILES IN EUROPE 


The NATO Council agreed to the deployment of intermediate range ballistics 
missiles as necessary to NATO defense plans, subject to agreements between 
the Supreme Allied Commander, Europe (General Norstad) and the countries 
directly concerned, and bilateral arrangements between each country and the 
United States with respect to materiel, training and related matters. Details 
of these arrangements can be discussed in an executive session, ff the committee 
desires. 

ESTABLISHMENT OF NATO ATOMIC STOCKPILE SYSTEM 


The Council accepted the United States proposal to establish and participate 
in a NATO atomic stockpile system. In this system United States nuclear 
components for weapons in the hands of NATO forces will be deployed, ready 
for use by our allies, but in United States custody as required by our laws. 
In the event of need, these nuclear components will be readily available for 
release to the appropriate NATO forces. 


CLOSER COORDINATION OF NATO FORCES 


The Council decided 6n measures for better use of NATO resources, so that 
each member country can make its most effective contribution to the alliance. 
From a military standpoint, this will be attained by a greater degree of stand- 
ardization of weapons and equipment, and will be initially applied in air and 
naval defense, logistic support, and in the composition and equipping of forces. 
Ways and means are under active study by NATO military authorities, and 
this topic will be developed further at the NATO Defense Ministers meeting in 
mid-April. An example of this type of activity already underway is the NATO 
spare parts supply management agency, which is expected to be established in 
April 1958. 

INCREASED SCIENTIFIC AND TECHNICAL COOPERATION 


A NATO Science Committee was authorized and has now been formed, com- 
posed of eminent scientists from all NATO countries. The United States has 
appointed Dr. I. I. Rabi, a Nobel prize winner, as the United States member. 
The Council also agreed to appoint a Science Advisor to the NATO Secretary 
General, and Dr. Norman F. Ramsey, an American from Harvard University, 
has been designated for this post. 


COORDINATED PRODUCTION OF ADVANCED WEAPONS 


As an initial step toward this decision of the Council, the NATO international 
staff, and the NATO countries, are now examining various weapons to decide 
which should be produced in Europe under a coordinated multilateral plan. 
Much activity has already developed as a result of these basic decisions by the 
NATO heads of government. 


LATIONSIITP OF THE MILITARY ASSISTANCE PROGRAM TO NATO FORCES 


Over a year ago the NATO military authorities commenced a review of future 
force requirements. As indicated by General Norstad, these studies take into 
consideration the changing nature of the threat, as well as the new weapons 
which will become available over the next 5 years. These minimum-force 
requirements are now under examination by the NATO member countries and 
will be a key factor in the alinement of country efforts and future aid programs. 

The central aim of this review of forces is to achieve a proper balance 
between nuclear delivery and conventional units which will have the capability 
of deterring any Communist use of their military power to precipitate war, and 
in addition being prepared to fight against any such war that might be forced 
upon us. Some present forces may be deactivated, others increased in readi- 
ness and combat capability, and some nuclear capable forces added, to achieve 
the desired force posture within the combined allied resources available. 

The military assistance program for NATO countries is directed almost ex- 
clusively to forces committed to NATO defense, and under the operational con- 
irol of integrated NATO commands. The deterrent to war which, as you well 
know, is the prime purpose and the over-riding NATO military mission, is 
composed of three elements: (a) The shield, which ineludes both conventional 
and nuclear capable forces to meet an attack, (bd) retaliatory forces, and (c) 
most important, the will to use them in the event of need. 
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The major requirements of the conventional units of the shield have been 
largely provided for by the European countries themselves, with the help of 
the United States military assistance program in prior years. The continuing 
needs of these conventional forces in the NATO area are now limited primarily 
to provision of force maintenance items and essential force improvement, some 
of which is still beyond the capabilities of some countries. Certain of these 
conventional forces will always be needed to complement nuclear forces, to 
complete the deterrent and to provide flexibility. 

The statistical data listed below show the programs provided for NATO 
countries in fiscal year 1958 and those proposed for fiscal year 1959. For each 
of the seven types of military assistance shown, this table compares the two 
annual programs. With respect to fiscal year 1959, the figures shown in the 
third column indicate the total of the proposed programs for Europe, includ- 
ing Spain but excluding Greece and Turkey. 


NATO area programs, fiscal years 1958 and 1959 
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You will note that, for materiel and training, three major categories are shown : 
Conventional materiel ; missiles and aircraft modernization ; and “other materiel” 
(which includes shares in noncountry programs such as spare parts; packing, 
crating, handling, and transport; and repair and rehabilitation). The four cost- 
sharing programs, already explained in the worldwide statement by Mr. Shuff, 
are shown here because their major impact falls in the NATO area. These cost- 
sharing programs (mutual weapons development program, facilities assistance 
program, NATO infrastructure, and the United States share in expenses of 
international military headquarters in Europe), are fully described in our 
presentation book, entitled ‘“‘Non-Regional Programs.” 

It should be noted that in fiscal 1958, the $334.7 million conventional muteriel 
programed for the NATO countries compares with our request for $405 million. 
This will make it necessary to provide for some deferred items in fiscal year 
1959, in which case we are requesting approval of $307.8 million for conventional 
materiel and training out of the total of $737.4 million for NATO as a whole. 
The conventional assistance is discussed country by country in your copies of the 
regional presentation books. These country programs have been carefully 
screened to avoid all items which we consider the countries could and should 
provide. 

In 1956, the military materiel sales to NATO countries, excluding Canada which 
is a consistent purchaser, totaled only slightly more than $16 million, whereas in 
fiscal year 1957 comparable sales of more than $300 million were made, of which 
over $280 million were for the Federal Republic of Germany. Military aid to 
Belgium is now programed in the fiscal year 1959 presentation books as a basis 
for sales rather than grant aid, except for advanced-weapons requirements. 
This shift from grant aid to military sales is a factor in the reduced fiscal year 
1959 request for conventional materiel indicated above. 

The total asked for advanced weapons and aircraft modernization for NATO 
in fiscal year 1959 is $226.3 million. More detailed information on the missiles 
involved in prior year programs and that proposed for fiscal year 1959 is out- 
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lined in the nonregional presentation book, under the heading of “Special Mate- 
riel Programs.” 

Advanced weapons are the heart of all military assistance to NATO at the 
present time. In prior years, Nike, Honest John, and Matador missile systems 
have been the principal weapons programed. For fiscal year 1959, we propose 
to add the Army’s Corporal, Hawk, and La Crosse missiles, together with the 
Navy surface-to-air Terrier, and the Sidewinder air-to-air missile to add to the 
combat capabilities of both Navy and Air Force aircraft already programed and 
delivered to the proposed recipients. In addition to the substantial numbers of 
missile units proposed under the grant military assistance program, additional 
units are earmarked from early production to be offered for purchase by Germany 
and other NATO countries. The foregoing request does not include intermediate 
range ballistics missiles which are covered by separate arrangements. 

As for aircraft modernization, past programs have already provided for F—100 
aircraft equipped for atomic delivery. These aircraft will be delivered to re- 
cipient countries, beginning in the spring of 1958. In fiscal year 1959, additional 
F-100 aircraft are contemplated. All F—100 allocations are included within the 
country program totals. Other aircraft modernization planned and all missiles 
are set forth in the nonregional presentation books. 

Progress in the buildup of German forces for NATO has been significant dur- 
ing the past year, notwithstanding certain difficulties in recruiting pilots and 
technical personnel. During calendar year 1958, many of the German units al- 
ready turned over to NATO will become fully operational, and additional divi- 
sions and air-force squadrons will be added. These German forces are being 
equipped largely through deliveries under past grant-aid programs, supplemented 
by indigenous production, as well as procurement from several NATO countries 
including the sizable German purchases from the United States already men- 
tioned. Only the funding of certain United States training of German military 
personnel is proposed under the military assistance program for fiscal year 1959, 
most of which will be offset by German contribution of deutschmarks, as outlined 
in the presentation book for Europe. 


NON-NATO COUNTRIES 


Spain.—I can now report rapid progress toward completion of the United 
States air and naval bases in Spain. The 3 major air bases at Torrejon, Zara- 
goza, and Moron are 75 percent complete, and the United States Strategie Air 
Command is now performing missions at all 3; a 485 mile pipeline is now pro- 
viding fuel and lubricants (POL) for these bases. Construction at the Rota 
naval base has progressed satisfactorily, and the naval air station there is now 
operational. 

All construction for United States air and naval forces is funded through servy- 
ice appropriations, and not the military assistance program: A considerable 
portion of the local construction costs is paid, however, with counterpart pesetas 
generated by United States economic aid to Spain. 

The fiscal year 1958 program provided funds for maintenance and improve- 
ment of Spanish units already equipped from prior year programs. In fiscal 
year 1959, we are proposing a similar program as detailed in the presentation 
book for Europe. 

Yugoslavia.—Our grant military assistance program for Yugoslavia was 
terminated, and deliveries stopped in December, and MAAG personnel have now 
been withdrawn. If they wish, the Yugoslavs may still purchase for dollars, 
those spare parts and maintenance equipment necessary for the upkeep of the 
United States equipment already in Yugoslavia. 


SUMMARY 


In summary, I should like to emphasize the following : 

The military assistance provided the NATO countries over the past 8 years 
has greatly enhanced our position and our collective strength in Europe. A much 
better organized, trained, equipped, and combat capable force has resulted. 

Over the 8-year period, NATO country defense budgets have increased ap- 
preciably; during 1957, United States military assistance deliveries and ex- 
penditures for these countries represented less than 10 percent of their own de- 
fense expenditures. 

The increasing costs of advanced weapons, maintenance, and modern replace- 
ments for equipment of the standard variety previously provided, precludes any 
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appreciable decrease in the level of grant aid for the countries involved, as 
long as we regard the NATO military structure as the first United States line 
of defense. 


STATEMENT OF STUART H. VAN Dyke, REGIONAL DIRECTOR OF AFRICA AND EUROPE, 
INTERNATIONAL COOPERATION ADMINISTRATION 


EUROPE’S ECONOMIC SITUATION 


Again this year, I can report that Western Europe has continued the upward 
economic trend initiated with the Marshall plan almost 10 years ago. This 
year, more than ever, the United States is able to count political and economic 
gains from its European policies which go far beyond the statistical record of 
European recovery, striking as that record may be. 

In 1957 overall Western European output rose about 4 percent in real terms 
to reach a level 60 percent greater than either 1948 or prewar. The total volume 
of imports from the rest of the world was about 57 percent above 1548. 
Europe’s imports from the United States increased by about a half billion dollars 
more than exports to the United States. The sustained Huropean demand for 
United States goods has undoubtedly helped to retard the slowdown in United 
States economic activity. 

The expanded growth rate attained by the European economy parallels a long 
period of successful cooperation among the countries of the Organization for 
Buropean Hconomic Cooperation (OEEC) and the United States on economic 
questions. This economic expansion has helped make possible further advances 
toward European integration, including establishment of the European Economic 
Community and EURATOM. It has also provided the basis for successful co- 
operation in collective defense efforts. The NATO countries’ defense expendi- 
tures have more than doubled since 1950. In spite of this, the high costs of 
modern military establishments, plus pressing investment and other require- 
ments to meet the needs of growing populations and of widespread aspirations 
for better living standards, have made it difficult for European governments to 
fully equip the forces they are contributing to the common defense of the 
NATO area, as other testimony has brought out. Some military assistance for 
European forces has continued to be essential. 

Western Europe’s major trouble spot in 1957 was a continuing trade and 
payments imbalance. France’s continuing inflation and loss of foreign ex- 
change reserves was the principal serious example of this weakness while the 
previous British difficulties in these regards appear to have lessened. 


EUROPE’S INTEREST IN THE NEWLY DEVELOPING COUNTRIES 


One of the most significant developments of the past few years is the inereas- 
ing supply of capital and know-how flowing from the industrially advanced 
countries of Western Europe to the newly developing areas of the world. This 
interest, which results in part from Burope’s own economic improvement, is 
especially gratifying from the point of view of the objectives underlying United 
States economic assistance programs throughout the world. As is recognized 
in section 2 (b) of the Mutual Security Act of 1957, the United States will 
naturally benefit materially as other friendly countries bear an increasing 
share of the burden of supplying the large and growing needs of the newly 
developing countries for capital and know-how. 

During the period of 1954 through 1956, the OKEC member governments 
provided an estimated average of $1.1 billion per year to less developed coun- 
tries of the free world, of which about $90 million annually was provided 
through United Nations agencies. These contributions were about half grants 
and half loans and investments. In the same period, there is estimated to 
have been a parallel net flow of private capital of about a half billion dollars 
per year in addition. This was supplemented by a large flow of European 
technicians to the Jess developed countries, and of trainees of these countries 
to Europe. 

There were a number of additional encouraging developments in 1957. The 
Treaty of Rome, which entered into force on January 1, 1958, provides for an 
initial 5-year development fund of $581 million for the overseas territories of 
the member nations of the European Economic Community (France, Germany, 
Italy, the Netherlands, Belgium, and Luxembourg are the members). The 
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Commission for Technical Cooperation in Africa South of the Sahara (CCTA) 
has just established a Foundation for Mutual Assistance in Africa that will be 
a channel for increased technical assistance to the participating countries. 
Its membership includes the United Kingdom, France, Belgium, Portugal, Union 
of South Africa, Federation of Rhodesia and Nyasaland, Liberia, and Ghana. 
Switzerland and Germany have made sizable loans to the IBRD, which in turn 
relends the funds to less developed countries. The European Productivity 
Agency is cooperating with the United States in arranging training in Europe 
for participants from less developed countries who are partially financed by 
the United States. ICA is currently exploring with EPA the possibilities for 
expanding its role in arranging such participant training, as well as the use 
of European technicians in third countries. 

There has also been some increase in European interest in bilateral economic 
assistance to countries that are not dependent territories. For example, Ger- 
many is participating in financial assistance to India. Several European gov- 
ernments without colonial territories are building up a variety of small bilateral 
technical assistance programs in a number of countries of Asia and Africa. 
The United Kingdom is of course heavily involved in the Colombo plan 
arrangements. 

ACCOMPLISHMENTS 


Before summarizing our fiscal year 1959 program proposals, I would like to 
give you some examples of the accomplishments already made in the few 
remaining economic programs in the European region. 

Spain 

United States assistance in Spain commenced with a series of agreements 
concluded in 1953, which provided for the construction and operation of a com- 
plex of joint United States-Spanish air and naval bases, and for military and 
economic assistance. The economic assistance program was undertaken to 
strengthen Spain’s capacity to discharge the common defense undertakings, and 
at the same time to improve the economic basis for increased cooperation 
between Spain and our Western European allies. 

Over the 5 fiscal years, 1954-58, the United States financed close to $600 
million of commodities and services for the Spanish economy (not including 
Export-Import Bank loans). About $400 million of the $600 million total was 
in the form of surplus agricultural commodities, the balance in supplies of 
industrial raw materials and capital equipment. The program has also in- 
cluded technical assistance activities designed to raise the productivity of 
Spanish industry and agriculture. 

The economic impact of this Spanish-American cooperation has been striking. 
Spanish national output, which had increased by less than about 3 percent per 
year between 1940 and 1953, is estimated to have increased by about 6 percent 
per year between 1953 and 1957. These estimates exclude changes in the value 
of output due to price movements. Before 1953, Spain had experienced acute 
shortages of food and clothing and had resorted to distribution through ration- 
ing. Spaniards are now eating more and better food. Between 1950 and 1956 
per capita meat consumption rose from 22 pounds to 33 pounds and per capita 
sugar consumption doubled, from 11 to 22 pounds. Spaniards today consume 
14 percent more sugar, 20 percent more meat and 25 percent more vegetable 
oils than they did in 1956. They are also better clothed. Since 1956 cotton 
consumption rose by 25 percent. Much of the additional food and cotton came 
from the United States. 

A new spirit of enterprise is the keynote of Spanish industry. Between 1953 
and 1957, industrial production rose 40 percent. United States programs have 
contributed to this Spanish industrial revival in a number of ways. Our large- 
seale financing of imports has absorbed enough of the balance of payments 
impact of the industrial expansion to make it possible. We have provided $8 
million worth of steel equipment to support a 50-percent rise in that industry’s 
output in a 4-year period. In the cement industry, some $3.4 million of United 
States financed equipment is estimated to account for 30 percent of a 1.2-million- 
ton production increase. About $50 million worth of United States financed raw 
materials—scrap, coal, copper, aluminum—has helped contain inflation by keep- 
ing the new industrial capacity in production. 

The increase in industrial production could not have occurred without an 
expansion of electric-generating capacity, which doubled in the last 6 years. 
ICA-financed power equipment imports account for 8 percent of Spain’s new 
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thermal power capacity, and its program of improving transmission systems 
through providing such equipment as circuit breakers, high-capacity transform- 
ers, switchgear, and so forth, has been an important factor in reducting power 
losses due to poor transmission from 25 to about 18 percent. Thus $35 million of 
ICA assistance in the electric-power sector has been an important factor in 
permitting a 50-percent increase in power consumption between 1953 and 1957. 

ICA’s efforts in the transportation field have largely concentrated on the 
improvement of strategic communications for the military bases but they have 
also provided important support for the expansion of the civilian economy. A 
total of 190 miles of first priority access roads to the bases have been widened 
and leveled, using some $8 million of United States generated local currencies 
for local costs and $4.5 million of ICA financed highway-construction equipment. 
This equipment is now being used in Spain’s overall highway-improvement 
program. Primary attention in the transportation field has been given to improve- 
ment of the railroads, for which ICA has supplied about $30 million of equipment 
and has agreed to allocation of $7.5 million in counterpart funds. ICA assistance 
has covered a wide variety of equipment and supplies, including diesel loco- 
motives, railway ties, carrying equipment, freight-car components, and central 
traffic-control equipment. With 60 percent of the equipment ordered now 
delivered and in use, 440 miles of track have been renewed and improved and 
central traffic control established for 222 miles. Between 1954 and 1957, the 
number of rail passengers rose from 9 million to 10 million. The railways’ 
carrying capacity rose by 9 percent from 27.5 million tons to 30 million tons. 

United States economic assistance has also played an important part in 
Spain’s agricultural programs. Before 1956, Spain had no agricultural extension 
service. The United States recommended that one be established and trained its 
principal officers. Today the service has 95 trained agents and 44 field offices 
in 28 of Spain’s 47 provinces, and is expanding rapidly on the basis of training 
courses established with ICA assistance. A regular service of technical bulletins 
and monthly information bulletins is now in operation. 

ICA has financed $26.6 million of agricultural equipment and has agreed to 
the allocation of large sums of United States generated local currencies to 
support various portions of the agricultural-improvement programs being carried 
out by the Spanish Government. These include, for example, a large program of 
hydraulic works for irrigation, that is 21-percent complete: irrigation projects in 
which 27,000 acres have been leveled and 70,000 acres irrigated, representing 
68-percent completion ; soil-conservation work in which 17,000 acres have been 
terraced and 24,000 acres readied for terracing ; and a project for consolidation of 
fragmented holdings into viable farms, on which roadbuilding and other physical 
improvements have been completed, for 155,000 acres, and new titles have been 
granted for 12,000 acres. 

Of considerable long-term importance to Spain is ICA’s technical cooperation 
program under which more than 1,000 Spanish managers, technicians, and agri- 
cultural specialists have studied in the United States and close to 100 United 
States consultants have served for short periods in Spain. United States trained 
technicians hold important posts in Spain’s agricultural services and forestry 
services. They have fostered new concepts of increased productivity and output 
and a number of innovations, such as the first mixed feed plant in Spain. One 
heads Spain’s first up-to-date metropolitan dairy. On the industrial side, 
Spanish technicians from virtually every industry have visited the United 
States. A release of about $200,000 in local currencies has helped to create 
Spain’s first school of business administration, whose instructors, trained in 
the United States and assisted from time to time by ICA-financed United States 
instructors, last year graduated their first class of 46 trainees taken from the 
middle management level of Spanish industry. While it is too early to judge, this 
pioneer effort shows promise of breathing a new dynamism into Sp2nish business. 

Our programs in Spain have been a major factor in strengthening of the 
Spanish economy and improving living standards since 1953, and they have there- 
by helped create a climate that has permitted the successful completion of the 
bulk of the base construction program, and the beginning of operation of the 
joint bases. 

Spain has drawn closer to other countries of Western Europe. Spain’s relation- 
shin with the OEEC is a case in point. Throughout its formative period, the 
OEEC had no contacts with Spain. In late 1953, the first contacts were estab- 
lished. This was followed by formal observer status for Spain in 1955. Finally, 
on January 10 of this year, Spain became closely associated as an affiliated mem- 
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ber with many phases of OEKC activity, thus continuing the trend of gradually 
increasing economic relations with the other Western European countries. 
Yugoslavia 

To appreciate our present position in Yugoslavia, it is necessary to recall the 
situation when economic assistance began in fiscal year 1951. After its break 
with the Soviet Union in 1948 in an attempt to establish its national independence, 
Yugoslavia found itself in serious economic difficulties. It had depended on the 
Soviet bloc for about half of its imports, including key raw materials to keep its 
industry going such as coal and coke, base metals and petroleum products, and 
manufactured items such as machinery, electric and nonelectric, textiles, and 
textile manufactures. These supplies, as well as export markets for Yugoslav 
products, were summarily cut off by the Soviets in an attempt to bring economic 
chaos and thereby force the Yugoslav regime to its knees, enabling Russia to 
reassert its domination. 

By 1950, Yugoslavia was receiving none of her imports from the Soviet bloc, 
and with a chronic foreign currency shortage, and balance of payments difficul- 
ties vis-a-vis the West, the country faced bankruptcy in its attempts to finance its 
huge import requirements. National output had fallen off 20 percent between 
1949 and 1950. 

Confronted with the choice of assisting Yugoslavia in establishing its inde- 
pendence, or of allowing the first major self-determination of an Eastern Euro- 
pean country to be summarily crushed by the Soviet Union, the United States 
decided to provide sufficient economic and military assistance to permit Yugo- 
slavia to maintain its policy of national independence. From fiscal year 1951 to 
fiscal year 1957, the United States has extended approximately $400 million of 
commodity aid and of technical assistance under mutual security programs, and 
has afforded approximately $250 million of Public Law 480, title I and title IT, 
surplus agricultural commodities. This comes to roughly $650 million, or about 
$93 million per year. 

This assistance has provided vital foodstuffs, raw materials, and equipment to 
the Yugoslav economy. Together with substantial assistance from our western 
allies and from international agencies, it has plugged the Yugoslav’s balance of 
payments deficit, and has thereby bought time to enable Yugoslavia to reorient 
and revive its production and trade so as to prevent undue economic dependence 
on the Soviet bloc in the future. Yugoslav output has more than doubled between 
1950 and 1957; exports and imports have expanded almost three times during 
the same period. The fact that Yugoslavia’s gross national product and standard 
of living have increased since the break with Russia, both absolutely and in 
relation to other Eastern European nations, has served to demonstrate the ad- 
vantages of independence from Soviet control and of closer economic relations 
with the West. The example of Yugoslavia is widely acknowledged to have been 
a major factor contributing to increasing tendencies toward national independ- 
ence in Eastern Europe. 

The Government of Yugoslavia has continued to describe itself as Communist. 
But even so, major shifts in econoinic policy occurred during the period of United 
States aid leading to the decollectivization of farms, termination of forced de- 
liveries, decentralization of economic activity and increasing dependence upon 
indirect fiscal and monetary controls. Measures are now in progress to eliminate 
discriminatory multiple exchange rates and substitute a single exchange rate 
with western tariffs. Economic and political ties with Western Europe partic- 
ularly have been strengthened by Yugoslavia’s observer status in OEEC, by full 
participation in European Productivity Agency projects, and by arrangements 
enabling Yugoslavia to convert a portion of its export earnings in EPU coun- 
tries to the currency of any other EPU country. 

United States economic programs, especially technical assistance, have intro- 
duced Western ideas and techniques, through training exchanges of increas- 
ing numbers of important officials and policymakers with Western Europe and 
the United States. Technical assistance programs through fiscal year 1957 have 
financed training visits for 845 Yugoslavs in the United States, Western Ger- 
many, Denmark, Austria, and other Western European countries, have financed 
28 United States technicians to work in Yugoslavia. 

Since the outset of the United States economic assistance program, the Yugo- 
slav Government has gradually paid more attention to the needs of agriculture, 
and to the value of independent farmers. Our technical assistance has helped in 
this. For example, the work of one expert, a hybrid corn extension specialist, 
brought substantially increased yields of corn, Yugoslavia’s principal agricul- 
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tural crop. Increases of 15 to 30 percent are materializing from this program. 
In 1956 a total of 8,000 tons of hybrid corn seed were produced, and in some dis- 
tricts hybrid corn seed is the only type now being planted. ICA helped provide 
the first corn drying equipment installed in the country. Prior to this, corn seed 
had to be stored with a high moisture content and a high rate of loss resulted. 
United States assistance to Yugoslavia in the development of hybrid seed corn 
was met with great enthusiasm by the Yugoslavs, who promptly founded the 
Hybrid Seed Corn Association of Yugoslavia. 

Another example of the way in which technical assistance and related programs 
ean share outlook and ideas is provided by our newly established Technical 
Inquiry Service, through which Yugoslav industrial managers are able to learn 
about United States technical ideas and methods. These activities provide a 
weekly distribution of translated technical texts, while other information is dis- 
tributed regularly and upon request through technical books, films, and per- 
sonal contacts between mission personnel and Yugoslav industrialists. Some 
Yugoslavian industrial leaders lack experience in industry or management, but 
nevertheless must make basic operating decisions daily. Many of them have come 
to look to the United States Technical Inquiry Service to a surpising degree. Two 
years ago the service did not exist; 1 year ago under 1,000 industrialists were 
being serviced ; while at present the service is being provided to over 1,600, and 
it continues to increase. 

Language is a primary barrier to increased Yugoslav ties with the West. An 
ICA contract with Georgetown Institute of Language and Linguistics has 
helped to create two schools to teach the English language in the Universities of 
Belgrade and Zagreb. These were such an immediate success that the Yugoslav 
Government set up three other self-financed centers in other cities. English 
may soon become Yugoslavia’s second language. 

After severing its political and economic ties with the Soviet Union, Yugoslavia 
would soon have suffered overwhelming internal economic distress, and would 
have had little recourse but to resubmit to Soviet control if the West had not 
assisted. Not only would the Soviet political bloc have been restored in Eastern 
Europe in greater strength than before, but Soviet military forces would have 
obtained unimpeded access to the shores of the Adriatic and occupied the vital 
Ljubljana Gap passage from Western Europe to the north Italian plain. Instead, 
these unhappy developments have been averted, and Yugoslavia has the economic 
capability of following an independent policy despite repeated Soviet efforts 
to undermine it. The influence of this example elsewhere in Eastern Europe 
was noted by Mr. Jandrey. 


Berlin 

United States aid has been a vital factor in the rapid reconstruction of West 
Berlin and in maintaining Berlin’s position in the center of Soviet East Germany. 

Since the end of the blockade in 1949, United States programs have provided 
approximately $545 million of assistance to West Berlin. During this period 
industrial production rose over 3% times, from 32 percent of prewar in 1950 to 112 
percent of prewar in 1957. The number of unemployed in West Berlin dropped 
from 300,000 to 100,000 during the same period despite a large continuing influx 
of refugees, and over 100,000 housing units were built. Gross output rose from 
about $900 million in 1950 to about $2,200 million in 1957. Imports of goods and 
services last year were 3 times, and exports almost 4 times, as high as in 1950. 
A million tourists visited West Berlin last summer, almost half of them from 
areas outside West Germany. This number is exclusive of hundreds of thou- 
sands of visitors from East Berlin and East Germany. This sense of community 
with the West has been further strengthened by bringing approximately 300 
Berliners to the United States and 48 American experts to Berlin on technical 
exchange projects over the fiscal years 1953 to 1957. 

United States financing has influenced all sectors of the West Berlin economy. 
Although the amount of new dollar financing has decreased sharply in recent 
years, the awareness of United States interest and the economic recovery of the 
city have together imparted a strong pro-Western attitude to its citizens, and 
helped maintain its high morale. 


Other programs 
The unprecedented postwar increase in European output—averaging about 
6% percent per year since 1948—is in considerable measure due to United States- 
sponsored productivity programs. | 
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After its successful support of bilateral productivity programs, the United 
States encouraged and provided a portion of the initial capital for a regional 
organization to promote productivity in Europe—the European Productivity 
Agency (EPA), which is a subsidiary organization within the OEEC. The 
United States still contributes to this program. After its initial dollar capital 
contribution of $2.5 million in 1953 to help get the Agency organized, the United 
States provided $7.3 million for EPA programs from fiscal year 1954 through 
fiscal year 1958, and the OEEC countries have provided about $15.8 million, the 
United States share having been progressively reduced from 41 percent in 1954 
to 20 percent in 1958. 

An example of the type of productivity-inducing effort engaged in by the EPA 
is its program for elimination of restrictive business practices, which has steadily 
intensified over the past 3 years with continual United States encouragement. 
The United States has strongly supported, since the beginning of the Marshall 
plan, European efforts to reduce restrictive practices. This effort on our part 
has helped bring about a number of fundamental changes on the European scene. 
France has prohibited retail-price fixing without permission of the Ministry of 
Economie Affairs. The United Kingdom has recently established a court to judge 
restrictive agreements registered under its new Restrictive Practices Act. The 
Federal Republic of Germany has recently passed a Cartel Act to replace the law 
imposed by the Allied High Commission. The Italian Legislature will soon con- 
sider a bill prohibiting contracts, agreements, and associations restricting com- 
petition. The common-market agreement extends the principles of more competi- 
tive practices to activities jointly affecting the six member nations. It prohibits 
all agreements, mergers, or concerted practices “likely to affect trade between 
member states and having as their object or result the prevention, restriction, or 
distortion of the free play of competition.” 

These developments have been matched by unprecedented changes in retailing, 
especially in the rapid growth of supermarkets and chainstores. The United 
Kingdom now has over 3,000 self-service food stores; a chain of supermarkets 
financed with private capital is being established in Rome. French retailers are 
being forced to compete with a growing number of discount houses. Chains and 
mail-order business are expanding in Germany. 

These development illustrate the rapid changes in European economic practices 
that United States-supported programs have helped bring about. The OEEC 
productivity program is the second element in a two-pronged attack on low pro- 
ductivity, the other element being the OEEC program to reduce international 
trade and payments restrictions that protect and sustain unproductive economic 
activity. As a result of these two United States-backed programs, productivity 
has become a byword in European business circles for the first time. There has 
been a mushrooming of national and regional productivity agencies, councils, and 
other institutions throughout Europe, and businessmen and farmers have become 
increasingly aware of the need to seek out the latest productive methods and to 
strive for increased efficiency. In France, for example, the Government has 
establish a regular Government department to work solely on increasing French 
productivity—a revolutionary innovation. This department, the General Com- 
missariat for Productivity, has established with United States aid a very in- 
fluential productivity center in Paris, which directs a large number of regional 
and professional productivity committees throughout France. The work of these 
organizations has permeated all aspects of the French economy, including pro- 
duction, distribution, and management, and has greatly contributed to the re- 
markable growth of production and productivity in France during the last 5 
years. 

Western Europe has moved from a comparatively stagnant economy of rela- 
tively uncompetitive, low-output, high-cost enterprises to a dynamic economy that 
is expanding at a rapid rate. This strengthening of the European economic base 
is a major factor in the security position not only of Europe, but also of the 
United States and the whole free world. In the face of Russia’s own great eco- 
nomic expansion and her economic and political challenge to the West, it is in 
the United States interest to continue our support for European productivity 
programs in order to further accelerate economic growth on this side of the Iron 
Curtain. 

The principal remaining items in the bilateral technical exchange programs 
are two special programs to assist in training free trade-union leaders in France 
and Italy to enable them to compete more effectively with Communist trade 
unionists for leadership of the labor force in those countries. 
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Italy has the largest Communist Party in Western Europe. In the last na- 
tional elections in 1953 it received 22.6 percent of the popular vote, and with its 
fellow-traveling Italian Socialist Party it received 35.5 percent. Well organ- 
ized and well financed, it has wielded considerable power on the Italian scene, 
reinforced by its control over the General Confederation of Italian Labor (CGIL). 
Italy’s major trade union. In 1952, the CGIL had 4.5 to 5 million members as 
opposed to the nascent free trade-union membership of 1.1 million. The new 
free trade unions were hard pressed to defend themselves against the more effi- 
ciently managed CGIL, whose leadership had longer experience and strong tradi- 
tional ties to the labor movement. 

In the years since 1952, and particularly since 1955, the CGIL has been losing 
membership and the free unions have been gaining. A contributing factor in the 
decline of the CGIL has been United States technical assistance in the labor 
field. In 1956, ICA began a new technical exchange program in Italy to continue 
the work of training free trade-union leadership, began under technical assistance 
programs in prior years, but in a more concerted and integrated manner, dealing 
directly with the free unions at the program planning stage. Under the new pro- 
gram, which has cost the United States approximately $200,000 per year in ifs 3 
years of operation from fiscal years 1956 through 1958, provision has been made 
for the training of nearly 250 persons in short-term programs of trade-union- 
management training, labor-management relations, collective bargaining, trade 
union education, and other fields. Nearly 50 trade unionists will have been given 
longer periods of study at United States universities in special course designated 
to provide more intensive training. 

This program has contributed to a relative increase in membership and in- 
fluence of the two free unions. Their membership increased strikingly from only 
a sixth of total union membership in 1952 to about two-fifths in 1957, while their 
representatives won 55 percent of the shop stewards’ positions in Italian industry 
in elections held in 1957, compared to only 20 percent in 1952. 

The technical exchange labor program in France has been going on for 
several years. It has assisted in the training of hundreds of free trade union 
leaders in the various French syndicates and has thereby strengthened the 
free trade union movement. While control of the major labor union in France 
remains in the hands of the Communists, in 1957 its membership fell below the 
combined strength of the free trade unions for the first time since the end of 
World War II. The latter’s combined membership is estimated at 1.2 million 
as against 1 million in the Communist union. 

Our technical exchange program has also been helping the Austrian Govern- 
ment deal with the problem of rehabilitating the eastern portion of the country, 
which was freed from Russian control by the State Treaty of October 1955. 
Nearly one-third of Austria’s border faces on the Iron Curtain and the view 
presented to the East was of a depressed area, its industry left in a state of 
relative disrepair, and which before the end of the occupation had received a 
disproportionately small share of the technical aid provided to Austria by the 
United States. To help renew this area’s contacts with the West, to further the 
United States objective of holding Austria firmly oriented toward the West, 
and to help to provide a display of Western success to the peoples behind the 
Iron Curtain, the technical exchange program in Austria has, in recent years, 
directed its efforts primarily to eastern Austria. Although the program has not 
been underway long and is relatively modest, it has had a significant impact 
in the former East Zone. 

For example, as a result of the interest aroused by two groups of Austrians 
who visited the United States 2 years ago under the technical exchange pro- 
gram to observe and study the regional or community approach to economic 
development, and of encouragement by the ICA productivity staff, an Economic 
Development Council was established about a year ago in the Burgenland, the 
most economically backward of the former Soviet-occupied Austrian provinces. 
The formation of this council, in which the provincial chambers of commerce, 
labor and agriculture are participating, represents an almost unique cooperative 
effort on the part of these three groups. The council is receiving valuable 
assistance from an American expert in industrial development, financed under 
the technical exchange program. Already the council has been instrumental 
in the establishment of a number of new, if presently small, industries in the 
province; and has made a less tangible, but perhaps in the long run more 
important contribution in focusing all elements in the community on the need 
and the possibilities of taking positive action to help solve their own economic 
difficulties. Several similar councils are in varying stages of formation with 
ICA encouragement in other parts of the former Soviet Zone. 
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Proposed fiscal year 1959 programs 


As in recent years, the European economic programs proposed for fiscal year 
1959 are directed at a few special situations related to United States strategic 
interests. The proposed total of $74.3 million for fiscal year 1959 is substantially 
below the $108.7 million programed in fiscal year 1957 and about the same as 
the estimated fiscal year 1958 level; $45 million defense support, $26.4 million 
special assistance, and $2.9 million technical cooperation comprise the total for 
fiscal year 1959. These totals are broken down by country and type of assistance 
on page 9 of your European presentation book. This program does not cover 
certain contingencies that may develop in the area in fiscal year 1959. The 
worldwide summary book contains the justification for the contingency fund. 

It is proposed to continue special assistance and a $1.8 million technical co- 
operation program for Yugoslavia in fiscal year 1959. The two programs would 
be used together to expand a series of mutually advantageous contacts between 
Yugoslavia on the one hand, and Americans and our European allies on the 
other. This would complement the effort, through Public Law 480 sales of 
surplus agricultural commodities, to enable Yugoslavia to avoid undue depend- 
ence on Soviet controlled sources of supply. 

The Spanish program, as in prior years, takes the bulk of the funds proposed 
for Europe. This program has as its purpose to strengthen Spain’s capacity 
for cooperation with the United States in the construction and use of military 
bases, and for maintaining its own defense effort. This in turn requires closer 
Spanish participation in the economic life of Western Europe and further 
strengthening of the Spanish economy. The principal current problem in this 
regard is the serious inflationary pressure that Spain is experiencing. This 
pressure is, in part, a result of the rapid economic expansion of recent years ; 
in part a result of the understandable desire of the Spanish people, deprived 
of many of the essentials of life, to improve their living standards. These fac- 
tors have driven prices up and depressed the already low level of Spain’s 
foreign exchange reserves. Prices in 1957 alone rose 15 to 25 percent and gold 
and dollar reserves declined by about $40 million. In December 1957 the 
Spanish Government requested additional assistance during the current fiscal 
year to sutisfy the p.essing needs of Spanish industry for raw materials im- 
ports. The United States indicated to the Spanish Government on March 25 
that it was prepared to increase the fiscal year 1958 program by $15 million, 
to a totateof$55° million compared to the $40 million program shown in your 
presentation book, in order to meet the immediate problems presented by Spain’s 
inability to procure the raw materials with their own resources. The details 
of the utilization of the additional funds are now being discussed with the 
Spanish Government. 

The proposed fiscal year 1959 defense support program and a Public Law 480 
program will continue to complement each other in bringing essential com- 
modity imports into Spain, largely surplus agricultural commodities, and in 
generating local currency proceeds for Spanish economic development uses and 
for United States uses. These two programs, together with anticipated foreign 
exchange receipts, should assist the Spanish Government to sustain the mini- 
mum level of imports consistent with an acceptable rate of investment and 
economic growth in Spain, and will support its efforts to stabilize the economy. 
The $1.1 million technical cooperation program will continue prior year pro 
grams to assist Spanish industry and agriculture to catch up with more 
advanced Western techniques. 

A reduction of $3 million in the amount of assistance for Berlin from $11.2 
million in fiscal year 1958 to $8.2 million in fiscal year 1959 reflects the re- 
markable and continuing recovery of the Berlin economy, and the availability 
of repayments of old counterpart loans for local relending. The dollars will be 
used principally to finance surplus agricultural commodity sales to West Ger- 
many under section 402, and the local currency proceeds will be employed in 
specially selected Berlin programs, designed to extend the types of impacts that 
I described in discussing accomplishments to date. A small portion of the 
program will be for technical exchange. 

The proposed European technical exchange program encompasses a number 
of special purposes activities designed to advance United States security in- 
terests. It includes a $1 million grant to the European Productivity Agency, 
a $1 million grant to the OEEC’s scientific and engineering manpower program, 
and smaller amounts for selected projects in Austria, France, and Italy plus 
technical support of the two regional programs. All of these programs support 
activities that tend to accelerate the growth of European productivity and out- 
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put, which is a vital factor in maintaining Western security in the face of the 


Soviet challenge. 
The proposed $1 million grant to EPA is a substantial reduction from the 


proportionate United States share in prior years, reflecting increasing Kuropean 
support for EPA itself in addition to the multiplication of other publicly and 
privately financed productivity activities in Europe. It represents 17 percent of 


the estimated 1959 cost of the agency’s program. 
The proposed grant to OEEC’s scientific and engineering manpower program 


would support a multilateral program to expand and improve the training of 
scientific and engineering manpower in the North Atlantic Community, bringing 
direct and indirect security benefits to the United States. This program is 
expected to get underway during the first half of 1958 on the basis of matching 
contributions by the United States and the OBEC members. The United States 
contribution in fiscal year 1959 would also be conditional on a matching OE EC 
contribution. The program contemplates a series of activities that would 
stimulate national efforts to reorient science education to meet rapidly changing 
military and civilian needs and to improve the quality and use of existing 


scientific and engineering personnel. 
The third element in the proposed European technical exchange program 


includes a continuation of small programs to help train free trade union leaders 
in France and Italy so that they can compete more effectively with Communist 
elements for labor leadership. It also provides for a continuation of projects 
to assist the renovation of the former Soviet-controlled zone of Austria. 


CONCLUSION 


Our interests demand that Europe remain strong and firmly allied to the 
United States even though this objective appears achievable without major 
economic assistance, the United States will need to maintain an active concern 
with Europe’s economic growth, in view of its overwhelming importance to the 
United States as a military ally, a customer, and a source of capital and 
technical skills for the newly developing areas of the world. 

Mr. JAnpreEY. I am grateful to appear before you this morning to- 
gether with General Guthrie and Mr. Van Dyke in connection with the 


mutual security program. 
Each of us has a statement, as you have said, which we would like 


to make a part of the record. 

In addition, I would like to make just a few remarks concerning 
the program, and after that we are of course quite ready for any 
questions you may have. 

The CuarrMan. These will be published for the record. It is neces- 
sary to go into all the details for a comprehensive understanding on 
the part of the general public. 

I just wanted to make that clear for the record. 


IMPORTANCE OF EUROPE 


Mr. JAnprey. I am sure that what you say is absolutely correct, 
and I recognize that it is unnecessary for me to point out to this 
committee the value of a free Europe to our own security. This is 
very well known to you. 

European production, the skilled manpower that exists there, and 
the contribution of our European allies to NATO are all essential to 
our own security. The availability of bases in Europe and the mili- 
tary forces which those nations supply to the common cause permit us 
to have an effective defense force at a considerably lesser cost. More- 
over, the establishment of IRBM bases in the United Kingdom and the 
recent agreement of the NATO heads of government to establish 
similar bases on the Continent, these actions I think provide a good 
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example of the interdependence of the United States and our allies in 
our collective defense effort. 

I think General Norstad testified before this committee several days 
ago and explained the developments in NATO's military planning in 
a very complete and excellent manner. 


ACCOMPLISHMENTS IN EUROPE 


In recent years, as you know, our mutual security programs for 
Europe have been largely in the military field. The accomplishments 
of the mutual security program, I think, could be framed more or less 
as a chronicle of dovalnbonente in NATO itself, and these General 
Norstad has quite clearly developed for you. 


NATO’S STRENGTH 


I wish to stress, however, just a few points in connection with 
NATO’s accomplishments. First and most important today we have 
an effective defense, whereas 9 years ago we had virtually none; 
we have stopped the westward advance of Soviet Russia, which 10 
years ago was a real threat and a serious danger to us all; and we 
have today better defenses at less cost than if we were to attempt to 
develop the necessary military force all by ourselves. 

The alliance, I think, has provided a security and a sense of con- 
fidence in all of the NATO members, which has to some degree facili- 
tated the remarkable economic recovery in Europe begun under the 
Marshall plan. 

NATO has also helped to foster European integration, and it has 
provided a new and valuable forum for political discussion. Finally, 
it has exerted a rather strong influence, I believe, on the countries and 
the people back of the Iron Curtain—the mere existence of NATO 
itself. 

NATO is, as you know, a collection of free and sovereign govern- 
ments, and as a consequence discussions within the North Atlantic 
Council are sometimes rather protracted and agreement is not always 
easily reached. This is NATO’s strength—not its weakness. The 
decisions reached are sound and balanced, and this we consider to be 
really valuable. NATO, of course, has its problems. These prob- 
lems I think can be divided into two categories, those which involve 
national interests of member governments such as Cyprus and north 
Africa, and those which bear more on the development of NATO 
itself, having to do, for example, with the German buildup, the 
reduction in United Kingdom forces and the modernization of forces. 
The latter category is really a manifestation of growing pains in an 
organization, which even though it is 9 years old, is relatively young 
and is blazing a completely new trail as it dev elops. But the solution 
to these problems seems to me to lie in closer working arrangements 
within NATO itself and not in attempting to do without our allies. 

NATO’s future is, in my view, one that we can face with great 
confidence. The strategy of the alliance is sound. It has been ac- 
cepted by all of the NATO nations. The committing of five German 
divisions to General Norstad’s command has greatly strengthened the 
shield forces in central Europe, forces which are particularly neces- 
sary to prevent Soviet and satellite nibbling tactics. 
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All of NATO, as I said, endorses the shield concept and the defense 
strategy of the alliance. Over the past 10 years the defense budgets 
of most of these countries have risen to levels which are at or near the 
maximum that can be expected. In present circumstances, taken as a 
whole, defense expenditures of the European NATO countries have 
increased each year since 1955. In 1957 it is interesting to note that 
for every dollar of military assistance received, the European NATO 
countries spent for defense purposes $10 of their own money. In 
other words in terms of total defense, we are getting a 10 to 1 return 
on our investment in military aid to Europe. This in our view is 
“good business.” 

In 1953, United States aid represented 26 percent of the NATO 
countries’ contribution to defense. 

The Cuarrman. Repeat that figure, please. 

Mr. Janprey. In 1953, United States military assistance amounted 
to 26 percent of their total defense expenditures. This aid is, of 
course, an essential element in the total NATO effort and performs 
as yeast does, making the whole loaf of bread rise. 


NATO PROGRAM FOR FISCAL YEAR 1959 


Now a word with respect to the program proposed for fiscal year 
1959. The greater part is, of course, military. The country programs 
consist of $206.6 million for conventional equipment, plus $185.4 mil- 
lion, which is largely missiles from the special materials program, 
totaling in all about $392 million. To this are added $60 million for 
NATO infrastructure, and about $67 million to cover the mutual 
weapons development and facilities assistance programs and our con- 
tribution to the NATO Military Headquarters budget, all of which 
accrue largely to European NATO countries. The total MAP for 
Europe, therefore, is in the order of $519 million. 

The Cuarrman. Excuse my interruption. Where did you get those 


figures ¢ 

Mr. Janprey. Those figures are contained in the presentation book 
that I think you have. 

The Cuatrman. Are they compiled by the United States or by 
NATO? 


Mr. Janprey. They are compiled by the United States. It is also 
interesting to note, I think, that this figure of $519 million is approxi- 
mately one-eightieth of our own defense expenditures, which are now 
running at the rate of about $40 billion. Again I would say that, con- 
sidering its effect, this seems to us to be a pretty good investment. 

In the nonmilitary field we are requesting $74 million, of which 
about [deleted] is devoted to Spain for defense support and tech- 
nical cooperation. 

AID TO YUGOSLAVIA 


In Yugoslavia no military aid program is contemplated, such assist- 
ance having been discontinued at the request of the Yugoslav Govern- 
ment. However, we are asking for [deleted] special assistance and 
[deleted] technical cooperation, the essential purpose of which in 
terms of United States interests is to help Yugoslavia maintain a posi- 
tion where it can exercise independence of action. 

Senator Wirry. That isa total of [deleted] for Yugoslavia? 
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Mr. JANpREY. Yes; a total [deleted] for Yugoslavia. As the first 
European country to break ¢ away from the Soviet bloc, Yugoslavia has 
exerted a very strong pull on the satellites. [Deleted.] 

Finally, we are asking for $3 million for various technical exchange 
programs. We believe ‘that this small amount of assistance is neces- 
sary to show our continuing interest in important activities such as 
the European Productivity Agency, for which we are asking a million 
dollars. 


AID TO SPAIN 


Senator Witry. Are the bases there all paid for in Spain ? 

Mr. JANpREY. In Spain? 

Senator Witry. Are our airfields constructed and paid for? 

Mr. Janprey. Yes. They are entirely covered. General Guthrie 
may wish to enlarge on that. 

The Cuarrman. I think we had better hear the rest of your state- 
ment and then we can go back to this. 

Senator Wirry. I want to clear up whether or not the funds have 
already been appropriated. There won’t be any more appropriations 
for the airbases ¢ 

General Gururir. Those were built from Air Force service appro- 
oriation. Funds have been appropriated to complete the Air Force 
babe under present construction plans. However, there is a limited 
continuing requirement for maintenance. There may well be requests 
for construction appropr iations at major operating bases to meet new 
requirements, repairs, and so forth. 

Senator Witey. They are all paid for? 


TECHNICAL EXCHANGE PROGRAM 


General Gururie. They are, in the sense that funds are appropri- 
ated; however, not all the construction is completed nor have all the 
funds been expended. 

Senator Witry. That is all I wanted. 

Mr. Janprey. Getting back to the technical exchange program, we 
feel that some very direct benefits, both political and economic are 
accruing to the United States from this program. For example, we 
have asked for a million dollars for the Scientific and E ngineering 
Manpower Program of OEEC, and in the light of the present situ. 
ation in this country with respect to skilled scientists and engineers, 
we feel that this is an investment in our own future as well as that of 
Europe. This program can be very helpful to us. 

In summary, we believe that the mutual security program as we 
have proposed it warrants the support of this committee, that it is a 
judicious investment of funds which yields real dividends in the way 
of security to the United States. 


SUPPORT FOR NATO IN EUROPE 


The Cuatrman. I am particularly interested in your last state- 
ment because you touched on some points that I made last fall. In 
behalf of the committee last fall I visited all of the NATO countries. 
I went largely in a missionary spirit. I think that I was expected 
to increase their support of and enthusiasm for NATO. Much to my 
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surprise 1 found that they knew a good deal about NATO and were 
committed to it heartily in most cases. When I asked why we didn’t 
hear more about their activities, they said it was all established pro- 
cedure and they took their support of NATO as a matter of course 
and as an ordinary function of their government. They were not 
resting on their laurels but they were contributing what they had 
agreed they should contribute and thought was fair to contribute. 
But I founda general interest in NATO. 

Mr. Janprey. I think what you say is absolutely correct, that sup- 
port of NATO has become sue ‘h an integral part of the Government 
»olicy and operation in each one of the NATO countries, that it has 
yecome accepted as almost a routine matter. 

Now there is a danger in that. There is a danger in accepting it 
too wholeheartedly without realizing what the responsibilities are, 
but it is quite true that in all of the NATO countries there is this 
recognition of the integral part which NATO plays in their own lives. 
This is a real accomplishment. 

The Cuarmman. Senator Wiley. 


TOTAL ASSISTANCE FOR EUROPE 


Senator Witry. You said that the total amount for Europe was 
$519 million, is that correct / 

Mr. Janprey. Yes. 

[ Deleted. | 

Mr. JaNprey. Senator, on page 1 of this presentation book on 
Europe I think you will find all of these figures listed. 

Senator Witty. I want to get it in the record so that the people who 
read this record will understand it. You have Y ugoslavia down for 
| deleted |, correct 4 

Mr. Van Dyke. That is correct, sir. 

Senator Witry. Is that all economic aid / 

Mr. Van Dyke. It is all economic aid and technical cooperation. 
I might just state, Mr. Chairman, that some of these figures are classi- 
fied and it will not be possible to keep them in the record. 

Senator Witey. You have to make a record here. 

Mr. Van Dyke. Yes, sir. 

Senator Winter. That adds up to about |deleted| million. You 
have said the total was $519 million. To whom in Europe does the 
rest of it go? How much to England ¢ 

Mr. Janprey. The United Kingdom has military assistance. 

Senator Wixey. Is that military? What about economic, then / 

Mr. Van Dyke. There is no economic aid scheduled for England. 

Senator Witey. Where does the rest of the $519 million go? 

Mr. Janprey. There are 3 other items in the $519 million which I 
do not think are shown. The mutual weapons development and fa- 
cilities assistance program total about $60 million, infrastructure 
is $60 million, and the international military headquarters is $714 
million. That is $127.5 million, and if you add that to the $391 mil- 
lion consisting of $206 million of conventional equipment, plus $185 
million from the special materials program, you get $519 million. 
One other item that should also be added to that is the $74.3 million 
for nonmilitary programs. 

Senator Wirry. Is that added to the $519 million ? 
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Mr. JANprey. That makes it $593 million in all. The military por- 
tion alone is $519 million. 

Senator Wutey. The total is $593 million, is that right / 

Mr. Janprey. Yes, for the total program for Europe including 
nonmilitary. 

Senator Winey. I have just been out to the Middle West and I think 
it is well for us to have a clear picture which can be definitely ex- 
plained to the people. I cannot see any reason for a lot of this being 
off the record. How are you going to explain the program to the 
average citizen who has to pay the taxes? I am not against the pro- 
gram necessarily. I think it is imperative that we give assistance 
where the assistance returns value in the right way. 

Mr. Janprey. Senator, I think the overall figures are unclassified ; 
that is the figure of $206.6 million for conventional equipment, $185.4 
million, which is largely modern weapons in the special materials 
program. $60 million for facilities assistance and mutual weapons 
development, $60 million for infrastructure, and $7.5 million for 
military headquarters. These are all unclassified figures, as is the 
$74,300,000 in the nonmilitary field, making a total ‘of $519 million 
for military, which is unclassified, and an overall total for Europe of 
$593 million, which is unclassified. 

Senator Wirry. Can you tell me about infrastructure / 

General Gurierm. That isin Europe, in NATO. 

Senator Witry. I understand. What projects / 

General Gururre. I cannot tell you offhand what projects are cur- 
rent right now. There are some communications projects, the pipe- 
line system is well along toward completion, there are some airfields 
being constructed. I can get that for you more specifically, Senator, 
if you would like. 

Senator Witry. How much is infrastructure this year 

Mr. Janprey. Sixty million dollars. 

Senator Witry. What have we spent on infrastructure since the 
war? 

General Gururre. Actual expenditures through fiscal year 1957 
were $392 million. The estimated total for fiscal year 1958 is $70 
million. That includes airfields, communications, POL storage, naval 
bases, headquarters, and training installations. They are fixed mili- 
tary facilities and when shared ‘out, the United States percentage of 
the total cost is in the neighborhood of 38 percent of whatever the 
entire project costs. 


USE OF UNITED STATES EQUIPMENT IN ALGERIA 


Senator Witry. Do you know how much of our equipment the 
French have used in Algeria ? 

General Gururie. No, sir. That came up when General Norstad 
was here the other day, and as he stated, it is almost impossible to 
identify every weapon that is used down there as to whether or not 
it originated from the military assistance program. Some of it cer- 
tainly did. It is valid to say that a good share of the equipment used 
in Algeria did originate from the military assistance program. It 
would be as I said almost impossible to identify it exactly. Some of 
the weapons came from World War II, some were brought back from 
Indochina and some are from local sources in Europe. 
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Mr. JaAnprey. And some were direct purchase as well. 

Senator Wizey. I have no more questions. 

The Cuarman. Mr. Hickenlooper, any questions ? 

[ Deleted. | 

Senator Hickenwoorrr. Is it our policy to supply arms and 
equipment for the purpose of putting down internal rebellion in 
countries ¢ 

General Gururtgz. No. 

Senator Hickenvoorrr. Or do we furnish that equipment to NATO 
for NATO purposes? 

General Gururir. That is correct, sir, but it also does include— 
that is, there is nothing to prevent maintenance of law and order 
within the country to which we give military assistance, wherever 
the country happens to be. 

Senator Hicken.oorer. I am thinking about their using equip- 
ment which we contribute for NATO purposes for common defense 
and dissipating it in what may either be internal disturbances or, as 
they claim, assaults from Tunisia or something of that kind. 

eneral Guriere. You will recall, sir, the other day when the 
question was raised with General Norstad, he pointed out that the 
northern provinces of Algeria are within the NATO area, and that 
is where a good portion of the equipment is located. Hence by the 
letter of the law they are still in the NATO area when in Algeria. 

Senator Hicken Looper. But suppose an area in European France 
would revolt. Is it contemplated that NATO equipment in the hands 
of the French assigned for NATO defenses could be used to put down 
that uprising ? 

General Sesiannti I think, sir, it is impractical to assume in any of 
the countries, including our own, that weapons in the hands of forces 
used in maintaining law arid-order would be turned in and another set 
drawn when there was a riot or other disturbance. 

Senator Hicken.oorer. I wasn’t suggesting that. I was suggesting 
the possibility that France might have other forces that are not com- 
mitted to NATO for the purpose of preserving law and order within 
their country. 

General Guturtr. Yes, sir, they do have the Gendarmerie, which 
is not panipped with MAP weapons. [ Deleted. ] 

Senator Hickren.oorrr. They are pretty emotional in France. I 
noticed a few days ago in the papers that a couple of fellows threw 
silk handkerchives at each other, fought a duel, kissed, and made up 
after that, and now are going to write a play about it. 

Senator Wirry. And we pay for the play. 


AID TO YUGOSLAVIA 


Senator Hicken.ooprr. One more question on Yugoslavia. In the 
presentation book is a statement to the effect that although there is no 
proposed 1959 military assistance program for Yugoslavia, there is a 
possibility of a military sales program with Yugoslavia, the nature 
and extent of which cannot be determined at this time. Have there 
been wey developments materially affecting this since this book was 
printed ? 

General Gurnem. No, sir. By coincidence, the MAAG closes out 
in Yugoslavia today and the last people handling the military aid 
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make their departure. Certain of the Yugoslav military authorities 
with whom they dealt have indicated they will have a need for spare 
parts to maintain the United States equipment which we sent them 
and they were told that should that happen that we would try to 
arrange for them to purchase it. 

Senator Hickennoorrer. Are they getting arms from some other 
country ? 

General Gurnrtr. No,sir. [Deleted.] 

Senator Hicken toorrer. Do you know whether the arms they get 
from other countries, if they do, are purchased, or donated ? 

General Gururie. I do not know. 

I know that most of them are of World War II make. 


INFRASTRUCTURE CONTRIBUTIONS 


Senator Hickennoorer. This will be my last question. How much 
of the total infrastructure expenditures did we make and how much 
did other nations contribute ? 

General Gururre. Our percentage has varied depending on the total 
number of contributors, or in other words, the total strength of NATO. 
We now are about 36 percent of the total. 

We ran as high as 49 percent. 

Senator Hickenxoorer. Is that the cumulative total. 

General Gururie. I would say the average would be 37 or 38 
percent. 

Senator Hicken.oorer. The other 63 or 64 percent come from the 
other NATO countries? 

General Gururte. The other NATO countries, yes. 

Senator Hickentoorer. Are those contributions mostly in land or 
are they in cash ? 

General Gutnrim. They are both. Ifthe air base is built in France, 
France would contribute the land and whatever other facilities might 
be at hand, plus the cost of local utilities to the site. 

Senator Hickentoorer. Do you have figures—I won’t ask you to 
give them at the moment—on total contributions to infrastructure 
and whether they are in material goods, land, or cash by the other 
countries of NATO? 

General Guturir. I would have to get a breakdown on that, sir. 

Senator Hickentoorer. I would like to see that. I think it is going 
to be rather important. 

General Gururie. It will be difficult to get it in terms of each patch 
of land, but I think we can get something that will be satisfactory. 

(The information referred to is as follows :) 

Question by Senator Hickenlooper. What is the cumulative total of contribu- 
tions to infrastructure by other countries in material, goods, land, or cash? 


Answer. The other NATO countries have contributed to the infrastructure 
program through fiscal year 1957, a total amount as follows: 


Million 
ei I NN si a a a ee $625.0 
Pius 10 percent for cost of land@ieci iii oc ee cee ean de 62.5 
Pins § percent far cost of loval wtilitlers 626.6 epee deta aeseetioanda 37.5 

TD ce Min cna hg nl cea ot ac a Mae 725.0 


Not included in the above figures are certain existing facilities which were 
made available to NATO without cost by member countries, such as airfield 
pavements and associated structures, roads, etc., the value of which is unknown. 

The United States contribution, through fiscal year 1957, was $392 million. 
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Senator Hickentooper. Thank you, Mr. Chairman. 
The Cuarrman. Thank you. 


COMMENTS ON SENATOR GREEN'S NATO REPORT 


There are several places in your testimony that reminded me of 
the report that I made to this committee on my return from the trip 
last October, November, and December. Have you seen that report ? 

Mr. JAnprey. I have not read it over. I have it now in front of me, 
which is a little late. 

The Cuatrman. That report was made to this committee and con- 
tains my findings during a visit to all 14 countries which constitute 
NATO, in addition to ourselves. I would be glad if you would, not 
now but later, go through it and make any comments you have, fa- 
vorable or unfavorable, and indicate whether you agree or disagree. 

Mr. Janprey. I will be very glad to do that. 

The CHatrmMan. We ought to have the best information we can 
for our action here in the future. 

Mr. JAnpreY. I will be glad to do that. 

(The comments referred to are as follows :) 

DEPARTMENT OF STATE, 
Washington, D. C., April 4, 1958. 
Hon, THEODORE FRANCIS GREEN, 
Chairman, Committee on Foreign Relations, 
United States Senate. 

Dear SENATOR GREEN: On Monday of this week during the hearings of the 
Foreign Relations Committee on the fiscal year 1959 mutual security program 
for Europe you referred to your report on your trip to the various NATO capi- 
tals and asked for my comments on it. I have read the report, which I consider 
to be excellent and most helpful to us in our work, both at home and abroad, in 
support of NATO. 

In general, your findings and conclusions, and the reasoning underlying them, 
are very much in accord with my own views and those of the Department. 
However, as I am sure you recognize, some of the opinions expressed do not 
coincide fully with existing policies of the executive branch. This is perfectly 
natural, and I assure you that we welcome such constructive criticism. 

I am sure that your trip of last fall to the 14 other NATO countries and the 
publication of this very sound report have furthered the interests of the Alliance. 
In particular, I welcome your statements concerning the opportunity for United 
States leadership. I feel, as you do, that too few Americans seem to realize 
the degree to which responsibility for keeping NATO strong rests with this 
country. It is a responsibility which we cannot afford to shirk; and the mili- 
tary assistance portion of our mutual security program for Europe is an im- 
portant factor in this regard. I hope that this program will continue to have 
your personal support and that of the Committee on Foreign Relations. 

Sincerely yours, 
FREDERICK W. JANDREY, 
Deputy Assistant Secretary for Ruropean Affairs. 

The Cuatrman. Thank you very much. Thank you for your tes- 
timony. There is one question I would like to ask. The Mutual Se- 
curity Act expresses the sense of Congress that European countries 
should assume a larger share of the burden of helping undeveloped 
countries. 

What progress has been made in that respect, any ? 

Mr. JANprey. Just very recently in connection with the Community 
of Six in Europe (European Common Market), a development fund 
was established totaling, if I am correct, the equivalent of about $580 
million, and while this would be devoted to the overseas territories 
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of the six countries concerned, particularly African territories, this 
is one indication of the greater interest of the European countries in 
helping the underdeveloped countries. | Deleted. | 

The Crarman. Thank you again, very much. 

Here are certain questions prepared by the staff. I will insert them 
in the record at this point and ask the administration to supply the 
answers for the record. 

(The unclassified portions of the questions and the answers referred 
to are as follows :) 


RESPONSES TO QUESTIONS SUBMITTED BY THE SENATE COMMITTEE ON FOREIGN 
RELATIONS RELATING TO THE MUTUAL SECURITY PROGRAM FOR EUROPE 


1. NATO science program 

“Are there any funds in the administration program to carry out the NATO 
science program?” 

The fiscal year 1959 program for Europe does not include funds which may be 
required to carry out the NATO science program. Nor does it include funds 
for other requirements emerging from decisions taken at the NATO heads of 
government meeting last December, such as the cost of IRBM’s to be provided 
for certain NATO countries. Because of the timing of the presentation to 
Congress this year, the program proposed for fiscal year 1959 had to be developed 
even while the executive branch was preparing for and participating in the 
NATO heads of government meeting. Therefore, it was not practicable to 
attempt to anticipate in this request the requirements for NATO which might 
arise from that meeting. 

2. Berlin 

“The administration requests an authorization of $8.2 million, of which $8 
million will be used to finance sales of surplus agricultural commodities to Ger- 
many with the resulting local currency used in Berlin. In addition, however, 
according to the presentation book (p. 32), it is planned to use other local cur- 
rency totaling $17 million. Is the aid program for Berlin in 1959 $8 million, as 
reflected in the bill, or $25 million (that is, 17 plus 8) as indicated by the 
presentation book ?” 

The amount for which congressional authorization is requested is $8.2 million. 
This $8.2 million is the proposed program for Berlin for fiscal year 1959. 

The $25 million in deutschemarks referred to on page 32 of the presentation 
book consists of — 

(a) A small amount of programed but unobligated United States-owned local 
currency generated from prior year programs as well as that expected to be 
generated by sales under the fiscal year 1959 program. No more than $8 million 
of such local currency will be available for fiscal year 1959 projects. 

(b) German-owned counterpart funds, which consist of repayments of prin- 
cipal and interest on local currency loans derived from United States dollar aid 
in earlier years. This counterpart belongs to the Federal Republic and is used 
in Berlin in accordance with an agreement between the United States and the 
Federal Republic that counterpart reflows from investment loans in Berlin will 
be reloaned in Berlin. 

The statement in the question that “it is planned to use other local currency 
totaling $17 million” is, therefore, not an accurate reflection of the situation since 
the use of the counterpart reflows is essentially a German decision. 

Our requests for United States funds for Berlin have customarily included 
reports on counterpart availabilities from the Federal Republic which the Ger- 
mans use for both investment and reconstruction in the city. The dollars and 
local currency derived from United States appropriations are always concentrated 
on those projects considered to be most useful and effective as manifestations 
of the meaning of our position in Berlin. 


8. France 
( Deleted.) 
4. Tceland 
(Deleted. ) 
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5. Portugal 
(Deleted. ) 
6. Spain 
( Deleted.) 


7. Yugoslavia 


“The presentation book (p. 93) says that although there is no proposed 1959 
military assistance program for Yugoslavia, ‘there is a possibility of a military 
sales program with Yugoslavia, the nature and extent of which cannot be 
determined at this time.’ Have there been any developments in this respect 
since the presentation book was written? Will the sales be for dollars or 
dinars?” 

See General Guthrie’s testimony. The question of what currency might be 
used in any future sales has not arisen. 


8. Europe 


“This winter, an agreement was negotiated with France whereby some $655 
million was made available to it to help it in its financial crises. What is 
the status of the French economy now and what are the prospects for the next 
6 months to a year?” 

The arrangements to provide financial assistance to France were concluded 
on January 30, 1958. The only comprehensive reports on economic develop- 
ments in France since that time cover the month of February. (A report on 
developments for March should be received on or before April 20.) During 
the first 2 months of 1958 certain signs of weakening of the inflationary trend 
were noted. Industrial production slowed down, the price indexes showed 
little or no increase in February, the labor market was less tight, gold prices 
and black market exchange rates dropped, stock price indexes declined, and the 
total monthly net increase in savings banks deposits recovered to a normal 
seasonal level. It became evident soon after the year began that military 
expenditures were exceeding appropriations, and the Government imposed 
further cuts in military spending programs. This decision is intended to enable 
the Government to keep the level of public expenditures for the year within 
the overall ceilings approved by Parliament. 

Given good crop conditions this year in France, and continuation of a reason- 
ably favorable psychological climate, the French stabilization program has 
the elements necessary for success, over the next 6 months to a year. This 
must necessarily assume that wage increases during the year will not progress 
beyond the normal annual increments, and that there will be a general condition 
of labor peace and Cabinet stability during this period. It is difficult to predict 
the course of economic developments, particularly in the price field and in the 
balance of payments, should there be any extended period of labor disorders 
or political difficulties in France during the balance of the year. 


9. Western Europe 


“Are there any indications that the present economic situation in the United 
oe has affected Western Europe? If so, would it require any changes in the 
MSP?” 

The downturn in United States economic activity has not had a significant effect 
in Europe so far although output in some European countries has also shown a 
flattening out in recent months. If present Government estimates prove to be 
correct, and the United States economy turns up again this summer, the European 
economy will probably remain relatively undisturbed by the United States reces- 
sion. However, in the unexpected event of a protracted recession, resulting in 
substantially smaller European markets in the United States and in the under- 
developed raw material producing countries of the world, there could be serious 
repercussions in many western European countries, including the United King- 
dom. This development could in turn affect defense spending by some western 
European countries and necessitate a reappraisal of the mutual security program 
for countries adversely affected. 


The Carman. The next witness is Hon. Joseph Palmer, Deputy 


Assistant Secretary of State for African Affairs, and his associates. 
Mr. Palmer, we are very glad to see you here. Tell us all about 


Africa. 
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STATEMENT OF JOSEPH PALMER 2D, DEPUTY ASSISTANT SECRE- 
TARY OF STATE FOR AFRICAN AFFAIRS; ACCOMPANIED BY REAR 
ADM. CHARLES K. BERGIN, DIRECTOR OF NEAR EAST, SOUTH 
ASIA, AND AFRICA REGION, OFFICE OF THE ASSISTANT SECRE- 
TARY OF DEFENSE, INTERNATIONAL SECURITY AFFAIRS; AND 
STUART H. VAN DYKE, REGIONAL DIRECTOR FOR AFRICA AND 
EUROPE, INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Parmer. Thank you, Mr. Chairman. 

I have a written statement which with your permission I might 
submit for the record, together with the statements of my colleagues 
here. 

The Cuarrman. Is this the copy which has just been given me? 

Mr. Paver. Yes, sir. 

The Cuairman. Proceed in your own way, whichever way you think 
is most desirable. 

(The statements referred to are as follows :) 


STATEMENT OF JOSEPH PALMER 2p, Deputy ASSISTANT SECRETARY OF STATE 
FOR AFRICAN AFFAIRS 


Mr. Chairman and members of the committee, I am pleased to have this oppor- 
tunity to discuss with you the 1959 mutual security program for Africa. 

A greater appreciation of the scope and force of the dynamic trends which are at 
work in Africa today has resulted in growing American and worldwide attention 
to that great continent. 

Five new African states—Libya, Morocco, Tunisia, the Sudan, and Ghana— 
have taken their place among the family of free nations since World War II, 
4 of them within the last 2 years. The same pressures by the forces of nationalism 
and the same sympathetic responses by the administering powers which com- 
bined to give the impetus to these new political entities are now hard at work 
in other vast areas of the continent. Somalia, by the decision of the General 
Assembly of the United Nations, will receive its independence in 1960. Nigeria 
is scheduled to achieve the same status at about the same time. Among other 
British African territories, the Federation of Rhodesia and Nyasaland and 
Uganda are proceeding rapidly along the road to self-government. In all of 
the French territories south of the Sahara, including the Trust Territories of 
Togo and Cameroon, advanced forms of representative self-government have 
recently been instituted. The prospects are that the number of independent and 
self-governing states on the African continent will continue to increase in the 
years ahead. 

The attainment of independent and self-governing status by no means brings 
in its wake an automatic solution to the economic and social problems which de- 
mand the attention of so much of the African continent in common with other less 
developed regions of the world. Emerging Africa increasingly faces a pressing 
need for better public health, more extensive education, and more diversified 
economic development programs. In fact, no government could probably survive 
for very long which failed to recognize these requirements and to show progress 
in their fulfillment. 

The new African states which have emerged—as well as those of longer 
duration—are governed by regimes which are moderate, friendly, and dedicated 
to the maintenance of their independence. In this we are most fortunate for 
these are tremendous assets to the free world which must be conserved and 
strengthened. But if these moderate regimes are to maintain themselves and 
justify their present orientation, they must be able to demonstrate to their peo- 
ples, in concrete and understandable terms, the advantages of cooperation with 
the West and of middle-of-the-road approaches to the solution of their current 
pressing problems. 

Nor should we overlook the important influence these new states will have 
on the pattern of emerging Africa. To the extent that such new states are 
successful in maintaining their independence, in developing their human and 
natural resources and in playing a constructive and responsible role in world 
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affairs, so will they inspire others and demonstrate to those about to achieve 
self-government the advantages of moderation and cooperation. Again, how- 
ever, it is clear that external aid is a key to the realization of these advantages. 

Unemployment, trade deficits, scarcity of skilled labor and managerial per- 
sonnel, lack of resources, paucity of private and public investment capital and 
economic dislocations arising from uncertainties in their foreign relationships 
with other countries are but some of the problems facing the independent nations 
of Africa today. 

The United States obviously cannot and should not alone try to supply all the 
external assistance required to improve these conditions. We have long sought 
to establish the problem of the less developed areas as a larger free world 
responsibility. In no other area of the world are other western nations doing 
more to help the less developed regions than in Africa. This assistance takes 
a variety of forms. Most of the European metropolitan powers are putting 
considerable amounts of resources directly into technical and economic programs 
in their African dependencies. Additionally, through their joint development 
fund, the six Western European nations affiliated with the European Economic 
Community will make large sums available for developmental assistance in the 
African dependencies of member states. The United Nations technical assistance 
program, as well as the projects of the specialized agencies, also are having 
their beneficial effect. Recently, a number of the independent states of Africa 
south of the Sahara entered an organizational relationship with the administer- 
ing powers of Western Europe to form the Foundation for African Mutual 
Assistance, which at its present state of development will be primarily concerned 
with facilitating bilateral technical assistance programs between the developed 
and the underdeveloped participating countries. 

In addition to these impressive efforts, private capital has made an enormous 
contribution to the development of Africa. As Secretary Dulles stressed in his 
recent appearance before you, we continue to favor the greatest possible partici- 
pation by private capital in the development of the less developed areas of the 
world. 

Even the combination of these resources, however, is not sufficient to meet 
the technical and economic development requirements of Africa today. Further 
sources of capital and know-how are needed. In accordance with the responsi- 
bilities which we have accepted in the postwar period, the nations of Africa 
look increasingly to us for leadership and for support for their political, eco- 
nomic, and social aspirations. Since we have a very real interest and stake in a 
politically stable Africa, we must be in a position to respond. 

The importance of Africa to the free world cannot be overestimated. One 
measure of its strategic value is evidenced in the major United States air, naval, 
and communication facilities maintained in Morocco, Libya, and Ethiopia. The 
significance of the cape route as an alternative to the Suez Canal was demon- 
strated a little more than a year ago. A little map study reveals the causal 
relationship between north African stability and peace and that of the European 
NATO and Mediterranean areas. Sub-Sahara Africa’s contribution of strategic 
raw materials—uranium, diamonds, manganese, tin, Copper, chrome, to mention 
a few—is of vital importance to free world strength and security. 

In view of the political, economic, and social challenge currently faced by the 
newly independent and self-governing states of Africa, and in view of the stra- 
tegic importance of African bases and African raw materials to the free world, 
the renewed Soviet threat to Africa—dramatically trumpeted at the recent Cairo 
Afro-Asian Solidarity Conference—takes on increased significance. 

The establishment of an Afro-Asian Peoples Solidarity Council, which met last 
month in Cairo, and of a permanent secretariat in Cairo with both Soviet and 
Communist Chinese members, highlights the eager Communist intention to exploit 
African soft spots wherever they find them. The Communists have already made 
some progress in penetrating individual labor organizations, youth groups, and 
nationalist organizations. They have cultivated students, particularly the thou- 
sands studying in Europe, with some success. During the last year the Soviet 
bloc multiplied its economic overtures to the independent African states of 
Morocco, Tunisia, Liberia, Ghana, and Ethiopia. At the Cairo conference, the 
Soviet delegate offered unlimited Russian economic aid, without strings, to any 
African state that merely asked for it. 

Soviet trade missions are now following a “soft sell” line in Africa. Cultural 
attractions are being used to weaken resistance to contact with Soviet bloc peo- 
ples. Soviet diplomats are seeking to extend their very limited number of diplo- 
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matic posts. Soviet propaganda materials, in African languages, will soon be 
flowing out from the new Cairo center. 

United States objectives in Africa are simply stated. As a responsible world 
power, the United States seeks to contribute to the peace, stability, and prosperity 
of the African continent. We favor the orderly development of the area toward 
self-government. To the extent possible, we stand ready with positive programs 
to assist the newly independent states to remain strong and able to work out 
their own destinies without outside interference by inimical interests. 

The United States encourages these developments without seeking to displace 
anyone in Africa. We regard sympathetically the legitimate aspirations of the 
African peoples, while at the same time encouraging their retention of mutually 
advantageous ties with European powers. 

We recognize the essentially complementary character of the European and 
African continents. The economies of the European powers would suffer greatly 
if they were denied access to African markets, raw materials, and investment 
opportunities. Africa, at the same time, can effectively expand its less highly 
developed economies with the technical knowledge, capital, export markets, and 
manufactures which Europe and the other free-world countries are able to 
provide. 

The orientation of Africa will, in the long run, depend on where the leaders 
and peoples feel their best interests lie. The ability of the West to encourage 
the pro-Western orientation of Africa will, moreover, probably depend less on 
our ability to convince Africans of the dangers of communism than on our dem- 
onstrating to them in positive terms the advantages of cooperation with the West. 

The mutual security program is a vital arm of United States foreign policy 
in Africa. As elsewhere, it is contributing to achievement of both short- and 
long-term United States objectives in that continent. Its personnel carry out 
programs which are as integral a part of our foreign policy as those implemented 
in the course of our more traditional diplomacy. The county agent from Okla- 
homa, explaining new agricultural techniques to Ethiopian counterparts; the 
Ohio University professor assisting Nigerian education ministry officials with 
secondary education development; the American soldier explaining the use of a 
United States defense weapon to a Libyan; the doctor from Alabama serving in 
a Liberian clinic—all are making major contributions to the achievement of 
United States aims in Africa. 

By our economic and technical aid to Africa, we are making it possible for 
the leaders and people of Africa to tackle their pressing internal problems with a 
serious hope of meaningful progress by nontotalitarian methods. This hope, and 
the challenge to make good on it, offer a healthy focus for the strong nationalism 
of the newly independent peoples—a focus much needed to nullify the appeal 
of irresponsible extremist movements which feed on hopelessness. 

While economic development is primarily a task for the peoples of Africa, 
our mutual security program is going far toward removing those bottlenecks 
to development, such as a lack of capital and certain kinds of technical and 
administrative know-how. Our aid is also spurring action which has meaning 
in terms of the emerging aspirations of all Classes and regions in a country. 

My colleague, Admiral Bergin of the Defense Department, is prepared to 
answer your specific questions on our military assistance programs in Africa. 
His statement, which will be submitted for the record, explains the fiscal year 
1959 military programs. At present, the United States grants modest military 
assistance to two independent African countries—Ethiopia and Libya. These 
programs are designed to contribute to the continued free world orientation 
and stability of their governments by enabling them to maintain armed forces 
adequate in size, training, and equipment to assure internal security and to 
deter and defend themselves against local aggression. This is the primary 
purpose of military assistance in Africa. 

The statement of my ICA colleague, Mr. Van Dyke, will set forth in greater 
detail our plans for fiscal year 1959 economic and technical assistance programs 
for Africa, and also the specific program accomplishments, primarily in Libya, 
Liberia, and Ethiopia, where our programs, after some years of operations, 
are now beginning to show solid achievements in terms of better agricultural 
methods, better health, better education, and more opportunities for increased 
industrialization. 

These accomplishments are giving opportunity for the peoples of these coun- 
tries to develop an increasing measure of confidence—both as nations and as 
individuals—that they can make progress with their problems through their 
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own efforts. As such, the programs which our aid is making possible have 
poems important symbols of natural capabilities, intrinsic worth, and national 
dignity. 

The mutual security program is thereby contributing to our overall purpose in 
Africa—building confidence in the United States, building African confidence 
in themselves, and demonstrating that United States and African interests 
are parallel. 

Passage of the 1959 mutual security program in the amounts requested, 
therefore, will not only contribute to achieving United States objectives in 
Africa but will also aid free world efforts to show steady progress in the solu- 
tion of Africa’s major problems. 


STATEMENT BY REAR ADM. CHARLES K. BERGIN, DIRECTOR OF NEAR East, SouTH 
ASIA AND AFRICA REGION, OFFICE OF THE ASSISTANT SECRETARY OF DFENSE 
(ISA) 


Mr. Chairman and members of the committee, I should like now to review 
with you very briefly the military aspects of the African area, its importance 
militarily, what our modest military assistance programs have accomplished 
so far and what additional assistance is proposed for fiscal year 1959. 

Because of its size, population, wealth of natural resources, and geographic 
position relative to both the NATO area, and the oil fields and sea lanes of the 
Near East, Africa is of vital strategic importance. 

So long as the newly independent countries of Morocco, Tunisia and Libya 
and the ancient kingdom of Ethiopia remain friendly and oriented to the West, 
the continued use of our important North African air, naval and communica- 
tion installations can be assured and Soviet designs on Africa will be less 
difficult to block. 

However, as is well known to this committee, the Soviet Union fully recognizes 
the strategic importance of Africa and is pushing hard to gain and expand a 
beachhead on the continent. If the Soviets should be successful in achieving 
a dominating influence over the northern region bordering on the Mediterranean, 
Europe would be outflanked, the United States would lose the use of its im- 
portant African bases and the way would be paved for the extension of com- 
munistic influence over the entire continent. 

In order to contribute to the continued pro-Western orientation and sta- 
bility of these North African governments it is essential to help them main- 
tain loyal armed forces, adequate in size, training and equipment, to assure 
internal security and deter and defend themselves against local aggression. In 
Africa this is the primary purposes of military assistance and it is toward 
these basic objectives that we have modest programs in Ethiopia and Libya. 

Ethiopia, ever since the outbreak of war in Korea, has proven herself to be a 
stanch friend and dependable ally of the United States and other Western 
powers. The military equipment and training we have furnished over the past 
4 years, by progressively improving the mobility and effectiveness of her forces, 
has increased their capability to maintain internal order, control unruly tribes 
in the eastern provinces, resist Communist subversion and deter or defend against 
local aggression. 

Libya, though pro-West, is constantly, subjected to blandishments and subver- 
sive pressures from international communism. Her Government needs a stronger 
more effective national army in order to insure maintenance of internal order 
and national unity. Our establishment of a MAAG and the timely provision of 
equipment, weapons and training last year served to reassure her Government 
with tangible evidence of United States support and will result in a modest 
increase in the size of her army. 

Our programs for fiscal year 1959 for both countries are designed to provide an 
additional increment of the same type of military assistance We consider 
that both programs are necessary and of a size consistent with each country’s 
respective capability to absorb and put to effective use. 
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STATEMENT OF STUART H. VAN DYKE, REGIONAL DIRECTOR FOR AFRICA AND EUROPE, 
INTERNATIONAL COOPERATION ADMINISTRATION 


AFRICA’S ECONOMIC SITUATION 


Mr. Palmer has outlined for you how Africa’s emergence as a political and 
economic force poses a major challenge to the United States and all free 
nations. At this late date the great political and economic potential of Africa 
remains almost entirely untapped; and, more significantly, the economic aspira- 
tions of a rapidly awakening people are only in the earliest stages of fulfill- 
ment. There can be no question as to whether the gap between Africa’s poten- 
tial and its fulfillment will be closed. The only question is how. As Mr. Palmer 
has indicated, the Communist bloc recognizes this opportunity and is already 
eager to exploit it. 

The realization of Africa’s economic potential is a tremendous task barely 
started. About 200 million people are scattered over roughly one-fifth of the 
world’s land area. For the most part this means isolated communities with 
little opportunity for economic interchange. Nevertheless relative overpopula- 
tion and underemployment characterize certain areas such as Morocco and 
Tunisia. Agricultural Output is low while industrial and commercial facilities 
are rudimentary. Hydroelectric capacity is only a little over 1 million horse- 
power compared to a potential of 250 million horsepower, which is almost 40 
percent of the estimated world potential. The mineral riches of Africa have 
barely been tapped in spite of considerable activity to date. This vast continent 
has only about 750,000 miles of roads compared with 10 million miles for the 
world, and very few railroads, leaving whole areas without transport facilities. 
Literacy rates average about 15 percent and range as low as 3 percent. Whole 
populations are enervated by disease and poor nutrition. Infant mortality is 4 
or 5 times greater than in the developed West and the death rate is twice as 
high. Except in a few localities, managerial, technical, and professional skills 
are very limited. The institutions of modern economic society are also largely 
missing. The leadership, while young, energetic, and with obvious capacity to 
learn rapidly, has often had little opportunity for development. 

This is the measure of a tremendous and historic task. What resources are 
available to meet it? Specifically for our purposes, what outside resources can 
the African peoples look to? 

A primary resource in quality if not yet in sufficient quantity is the capital 
and know-how that private businesses are bringing to Africa. Thus far, this 
has been primarily in the extractive industries. In North Africa, particularly, 
private investment in petroleum could provide a revolutionary stimulus to the 
local economies if the discoveries over the next few years justify present hopes. 
A less dramatic but more pervasive stimulus would come from an increased 
inflow of manufacturing and commercial enterprise as African economic devel- 
opment progresses. 

The three major non-United States sources for public assistance are the Inter- 
national Bank for Reconstruction and Development, the United Nations tech- 
nical assistance program, and the bilateral and cooperative efforts of European 
countries. The International Bank disbursed about $50 million in Africa from 
1955 through 1957. Africa has been absorbing about 11 percent of the United 
Nations technical assistance program of about $30 million per year, which is 
expected to expand two or three times Over the next several years. European 
governments have been spending some $600-$700 million annually in African 
reas, a significant proportion of which is economic support. 

Thus it is apparent that Africa is already receiving substantial capital and 
technical assistance, bilaterally and multilaterally, from free world countries 
other than the United States. But these efforts, though capable of expansion, 
cannot by themselves satisfy the rapidly developing economic and related politi- 
cal requirements. In this circumstance, African governments are looking in- 
creasingly to the United States to help them solve their economic problems, 
While United States policy is seeking to encourage the fullest possible support 
for African economic development by non-United States bilateral and maulti- 
lateral governmental programs, and also by United States and other private 
enterprise, the need for significant United States Government assistance is 
clearly recognized. 

The United States Government has a number of instruments available to assist 
the development of Africa. These include the Export-Import Bank and Public 
Law 480. Ethiopia, Liberia, and Portuguese East Africa are currently draw- 
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ing about $10 million to $15 million per year between them on Export-Import 
Bank loans totaling $62 million, and the bank’s proposed additional $2 billion lend- 
ing authority should enable it to extend additional amounts where borrowers 
can meet its loan criteria. The possibilities are limited for programs under title 
I of Public Law 480, which authorized the sale of surplus agricultural commodi- 
ties for local currencies and the use of a portion of the proceeds for the economic 
development of the purchasing country. This is primarily because there is little 
current or immediately prospective commercial import demand for Public Law 
480 commodities, although child feeding and other relief needs and occasional 
emergency situations have been alleviated by grants of Public Law 480 commodi- 
ties under titles II and III. 

The Mutual Security Act contains the remaining United States Government 
authority for foreign assistance. To the maximum extent feasible, the United 
States plans to rely on the Development Loan Fund to meet that part of 
Africa’s long-term capital requirements that cannot be met from its own 
resources or from the other sources enumerated previously. The possibilities in 
this regard depend on the amount of resources that the Congress makes available 
to the DLF compared to the demands on it, and also on the suitability of 
the proposals for DLF type loans. Although it is difficult at this stage to esti- 
mate the prospective level of DLF activity in Africa, loan disbursements may be 
expected to run something like $100 million per year, or possibly more, once the 
DLF has been able to reach a full-scale operational level and provided sufficient 
funds are made available. However, the DLF will not be able to meet all types 
of requirements for external financing; that is, where United States interests 
require a grant instead of a loan, or the purpose is not primarily economic develop- 
ment, or the need is for certain types of nonproject financing. 

The other sources of external economic assistance for Africa provided under 
the Mutual Security Act are the special assistance and technical cooperation ap- 
propriations. The proposals for special assistance now before this committee 
represent our best estimates, after considering other likely financing, of the mini- 
mum financial requirements necessary to attain the objectives cited in the indi- 
vidual country sections of your presentation books. Similarly, the technical 
cooperation programs are designed to fill the most critical portions of the huge 
gaps in skills that are barely touched by the available United Nations and other 
technical assistance activities. Our technical assistance concentrates particularly 
in fields in which the United States interests and abilities are greatest. As a par- 
ticular effort, the United States is attempting, through its programs and advice, 
to develop and improve the legal and institutional climate and the facilities 
needed to encourage an expansion of both domestic and foreign private enterprise. 


Accomplishments 


Before outlining our proposed fiscal year 1959 program in more specific de- 
tail, I would like to draw your attention to some of the individual accomplish- 
ments of our past and present programs in Africa, which are on the whole still 
quite new. 

Up until about a year ago, African programs were limited to technical coopera- 
tion in Ethiopia, Liberia, Libya, Somalia, and a few projects in the British over- 
seas territories, plus a start on development assistance in Libya. Although 
we have barely begun to plant the roots for future growth and fruitful economic 
cooperation between Africa and the United States, some of these roots are already 
quite sturdy. A good start has also been made in activities to encourage the 
expansion of private business enterprise in Africa through such measures as 
small industry loan funds, development banks, agricultural credit institutions, 
and encouragement of governments to create a legal and administrative climate 
that will stimulate the growth of domestic and foreign enterprise. A start also 
has been made in demonstrating measures to make better use of scarce water 
supplies in arid or semiarid regions of Africa, an activity of great economic im- 
portance. Schools have been established and others strengthened to provide 
badly needed agricultural and other vocational skills, as well as basic education. 
Inroads have been made into debilitating diseases such as malaria, trachoma, 
and diseases caused by intestinal parasites, and the African peoples are being 
equipped with the tools and know-how to carry forward this fight to create 
healthy populations. A start has been made in assisting the inventorying of 
eae resources and the improvement of transportation and communication 
acilities. 

Let me illustrate these program accomplishments to date with some spe- 
cific examples. 
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ETHIOPIA 


A basic problem in Ethiopia is the very low agricultural productivity which re- 
sults from archaic methods and implements, poor seed, diseased livestock, and 
a lack of knowledge of how to cope with destructive pests. Production in many 
areas is at a very low subsistence level. Very little surplus beyond home needs 
is available for barter or sale in the country as a whole. In a country whose 
economic activity is limited almost solely to agriculture, this situation means 
abject poverty. 

Through a contract, signed in 1952, with the Oklahoma State University, the 
United States undertook to help Ethopia bolster its agriculture. One of the 
main activities of the university is the firm establishment of the Agricultural 
Technical School at Jimma. The function of this school and related projects 
is training Ethopians to teach diversification and better methods of production, 
and to develop the considerable agricultural potential of the country, thereby 
raising the nutritional level, improving productivity, and increasing the cash 
value of marketable crops. This school opened in 1952 with 80 students. Since 
then it has graduated 4 classes, totaling 121, and now has an enrollment of 215 
students drawn from most of the provinces of Ethiopia. The school’s current 
operating costs, other than the salaries of the American faculty, are being borne 
entirely by the Ethopian Government. All administrative positions have been 
staffed with Ethopians. ICA assistance to this project is scheduled to end in 
1960, by which time qualified Ethopians are expected to fill the teaching posi- 
tions as well. These will be either graduates of the agricultural college, also 
supervised by Oklahoma State, or advanced students returned from abroad after 
having completed their training abroad under our participating program. So 
far, 82 participants have been sent for foreign training. 

The Imperial Ethopian College of Agriculture and Mechanical Arts was 
opened at Alemaya in 1956. Its first class of 11 students graduated in 1957. 
Enrollment in the regular 4-year course is now 100. It is expected to double 
in the 1958-59 school year, and to more than treble by 1961. 

These institutions are being supplemented by several agricultural research 
stations established under the Oklahoma contract, and by a program to train 
extension agents. About 60 agents have been trained over the past 3 years, and 
about 25 more are being trained each year. 

The Oklahoma contract activities are establishing the basic institutional 
foundation for a later widespread dissemination of agricultural know-how that 
will raise the Ethiopian farmer from his traditional status of grinding poverty 
and ignorance. The contract has cost about $2.1 million of technical cooperation 
funds through fiscal year 1957, plus $320 thousand defense support funds for 
equipment, while the Ethopian Government has contributed about $1.6 million. 

Another significant joint effort is a project to improve the production, pro- 
cessing, and marketing of coffee, which is Ethiopia’s principal money crop. Cof- 
fee accounts for over half of the total value of Ethiopia’s exports in the period 
1952-55. But the potentially high quality of Ethiopian coffee was reduced dras- 
tically by primitive methods of harvesting, processing, and transporting. With 
United States assistance, the cultivation and transplantation of improved strains 
of coffee seedlings has been undertaken, beginning with experimental plantings 
at the Agricultural Technical School at Jimma. These cultivated seedlings 
have a 90 percent survival rate, compared to 30-40 percent for the transplanted 
wild seedlings previously used. In 1956, 187,000 improved plants were sold 
to coffeegrowers; the number sold in 1957 rose to 298,000, which was still short 
of the demand. 

A new “wet method” for processing coffee has been introduced by ICA that 
uses small, inexpensive, locally managed units, and does a greatly improved job 
of keeping the processed coffee clean, dry, and of uniformly high quality. Twen- 
ty-seven Ethiopian agricultural extension workers have so far been trained in 
the new method. They have taught it and have operated small processing plants 
in various provinces. One hundred small processing plants using the new 
method were added during the latest coffee harvesting season, bringing the total 
now in use to 150. The quantity of coffee processed by the new method has 
risen from 300 tons in 1956 to 1,500 in 1957. The value of coffee processed by the 
new method is reported to be as much as 25 percent per pound over that of the 
ordinary Ethiopian coffee. It is estimated that even without increasing the vol- 
ume of coffee exports, this improvement alone could add as much as $14 million 
annually to the value of Ethiopian coffee sales on world markets, while improved 
harvesting and marketing methods being demonstrated can greatly increase the 
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supply for export. This possibility has prompted two different inquiries to the 
Development Loan Fund, one from a commercial exporter, the other on behalf 
of a group of Ethiopians interested in forming a producing and marketing co- 
operative. 

Coffee development work for 3 years through June 1957, has cost about 
$300,000, including about $200,000 of United States technical cooperation and 
defense support funds and $100,000 of Ethiopian funds. 

The high incidence of debilitating illnesses (e. g., intestinal parasites and 
malaria) and the lack of knowledge of the basic principles of sanitation and 
health hinder the people from developing a degree of effectiveness needed for 
economic advancement. The extreme shortage of doctors, nurses, and trained 
public health technicians has heretofore prevented any significant improvement 
in the situation. It is estimated that in the country as a whole there is 1 doctor 
for every 100,000 people; in rural areas, the ratio is about 1 to 400,000. 

Public health projects have constituted an important part of the ICA program 
for Ethiopia since 1952, at a cost to the United States of $949,000 through 
fiscal year 1957. Such projects can help increase productivity and have signifi- 
cant impact on economic development and general stability. Over the past 5 
years, the program has concentrated on malaria control and training public 
health teams. 

The malaria control program, in operation for 2 years in coordination with 
WHO, has so far provided protection for about 80,000 people in the two import- 
aunt development areas of Dembia and Kobo-Chercher. About 800 square miles 
of agricultural land has been made usable as a result of this activity. Sixty-five 
Ethiopians have been trained in malaria survey and control techniques. Con- 
ferences now in progress in Ethiopia will shape the course of a much enlarged 
program expected to be implemented as part of the worldwide eradication 
program. 

The Public Health College and Training Center at Gondar was established in 
1953 as a joint United States-United Nations-Ethiopian project. It was located 
in renovated Italian hospital buildings and was staffed with 7 United Nations, 
7 United States and 6 other technicians. It graduated its first classes in August 
1957, consisting of 20 health officers, 15 community nurses, and 12 sanitarians. 
Forty-one Ethiopians have been or are being trained abroad in public health 
subjects. The Integue Menen Nursing School in Asmara, established in 1954, 
provides 4-year training and now has 49 student nurses enrolled. 

Before turning to examples in other countries, I would like to refer to a criti- 
cism which has been made of the ICA program in Ethiopia. It has been alleged 
that our mission was negligent in not making use of certain agricultural equip- 
ment that has been rusting away since UNRRA days. Actually some of this 
equipment was left in Ethiopia by the Italians as long ago as 1941, and some by 
the United Nations Relief and Rehabilitation Administration in the immediate 
post-World War II period. Much of it was, in any case, unsuited to Ethiopian 
farming conditions. By the time our technical assistance mission was estab- 
lished in Ethiopia in 1952, the equipment was so damaged by lack of use and 
exposure that it was not usable. 

Recognizing the potential value of the equipment, an ICA project was ini- 
tiated in 1953 to use some of this abandoned machinery for training purposes, 
and to renovate any available items that were needed and could be made usable 
again. Ethiopian mechanics are being trained in renovating and maintening 
the equipment. Some of it has been turned over to farm machinery centers, 
where demonstration and training in its use and maintenance will be conducted, 
and from which farmers will be able to rent equipment for use on their own 
farms. 

SOMALIA 


In Somalia, ICA programs have concentrated principally on the country’s 
overriding need for water. In certain areas, large numbers of cattle have died 
each year from lack of water. The initial effort in 1954 was concentrated on a 
well-drilling project using the services of three American technicians to train 
Somalis to operate and maintain modern drilling equipment and to plan drilling 
operations. In addition to its training function, the project was intended to 
demonstrate what could be done on a countrywide scale in developing under- 
ground water supplies, with particular attention to the most critical areas. 
Some wells were also drilled in villages to demonstrate how water supplies could 
be improved for domestic use. Complementary instruction on the installation, 
operation, and maintenance of pumps was given to 43 Somali students during 
the period January—April 1957. 
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The United States contributed $125,000 in fiscal year 1955 and $268,000 2 years 
later for equipment, both contributions being matched by the Italian Trustee- 
ship Administration. In addition, United States technician cost was $120,000 
for the same period. The demonstrations were so successful that the Somalia 
administration launched a broad program of well drilling. Under this program, 
over 150 successful deep and shallow wells for livestock and domestic use have 
been completed and are currently producing over 750,000 gallons of water per 
day more than before the program—an amount sufficient to water 150,000 head 
of cattle. Water is, in fact, being provided for the first time in many areas, 
Livestock losses from exhaustion or thirst during migrations, which sometimes 
ran as high as 15 to 20 percent, have been reduced materially. The cessation 
of tribal warfare over water, and declines in disease, are other evident contingent 
benefits of this program. The demand for an expansion of the program led 
the Italian Trusteeship Administration to purchase three new drilling rigs in the 
United States and budget an additional $357,000 annually from its own develop- 
ment funds to expand the work of well drilling which originated under our tech- 
nical cooperation program. 

The well-drilling activity is integrated with other water development and con- 
servation measures, such as building stock ponds, rehabilitating low-lying areas 
where water collects, and constructing river diversions for the grazing of cattle. 
Large storage basins are being developed in areas where the best natural pas- 
tures exist, and thousands of cattle are moving into such areas, in many cases 
away from the overcrowded areas nearer deep wells. The economic effects of 
this program are reflected in increasing exports of live cattle, which has trebled 
since the well-drilling program was started. 

The economic significance of water-development activities in increasing Somali 
output and real income are reflected in the 3-percent drop in the cost-of-living 
index since 1954, despite a 15-percent increase in money circulation over the 
same period. The consumption of primary goods—such as sugar, tea, and cotton 
goods—has doubled over the last 6 years. 


LIBERIA 


Ten years ago, there were almost no roads in Liberia. Transportation is, of- 


course, a requisite to economic growth. But equally as important in Liberia, 
the lack of transportation made it difficult for President Tubman to carry out 
his policy of national unification, designed to break down the economic, social, 
and political barriers separating the ruling minority in the coastal areas from 
the tribal peoples in the interior who represent the bulk of the population. 

Recognizing the need, the Export-Import Bank has made loans to the Govern- 
ment of Liberia totaling $20 million for highways, on the understanding that 
ICA would provide a supervisory group of United States technicians. ICA’s 
function is to improve the capacity of Liberia’s highway division to handle major 
construction and to train a Liberian staff capable of supervising road-maintenance 
work. The work has three phases: planning the road network, design and con- 
struction, and maintenance. The first has been largely completed—500 miles 
of road have been constructed, 200 miles are now under construction, and 800 
miles have been proposed. The highway division has been partially trained in 
design and construction work, and increasing emphasis is being placed on main- 
tenance training. This activity has cost $1 million of technical cooperation funds 
over the fiscal years 1952-57, while the Liberian Government contributed $4 mil- 
lion for the project. 

Dramatic results are already visible although major construction started 
only 5 years ago. As the roads penetrate the interior, an awakened populace 
has become receptive to new ideas of health and sanitation, education, and gen- 
eral betterment. Private rubber farms soon become established along the road 
and commercial trading activities increase as the possibilities for exploiting the 
agricultural and mineral wealth open up. Without roads, the rapid growth 
in gross national product in recent years would have been impossible. 

Liberia’s tribal people speak a variety of local dialects, and only 5 percent 
of the population is literate in the national language—English. The remote 
village of Sanoquelle provides an example of how the desire for education is 
spreading. Until the central road was built a few years ago, there was no 
way to get to the village. But when the road was built, the people decided 
they wanted to learn how to read. 

In talking to the villagers, ICA’s education adviser found that they were 
willing to provide unskilled labor, mud blocks, sand, gravel, and other locally 
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available building materials to construct schools. So a rural education project 
was initiated in 1956. The Liberian Government agreed to supply hard-to-get 
materials, technical supervision, and skilled labor. Living in this community 
for weeks at a time during the construction work, ICA’s technician coordinated 
these efforts with the result that today Sanoquelle is the focal point of a com- 
plete rural school district ; 1 central eight-grade school, and 9 four-grade schools 
in the surrounding villages. The cost to ICA through fiscal year 1957 has 
only been about $30,000. 

The pattern established in Sanoquelle, with a large measure of village self- 
help, will form the basis for extending public elementary education throughout 
other rural areas as these are opened up by the system of highways. 

It seems clear now that, along with bricks and mortar, economic development 
requires above all educated, skilled people. Lacking such people, Liberia until 
recently has been relying almost entirely on foreigners to do technical jobs. 
Liberia did have a small vocational high school, founded in 1929 with the help 
of various United State philanthropic organizations, but the small number of 
graduates of this school, the Booker Washington Institute, was clearly not 
meeting the growing need as investments multiplied in Liberia during the 
postwar period. 

Agreement was reached with the Government of Liberia in fiscal year 1952 
on the desirability of expanding the facilities and improving the scope and 
quality of instruction at BWI. Following a survey of the situation, a con- 
tract was signed in 1954 with Prairie View College of Texas A. & M. to under- 
take this work. The first group of technicians arrived in the next year and 
construction of new buildings began. By the end of 1957, the full complement 
of 23 technicians from Prairie View had arrived and a complex of new school 
buildings, dormitories, and workshops had been nearly completed. Furnished 
with wooden furniture made from Liberian timber and equipped with tools and 
some machinery supplied from the United States, the school symbolizes the 
joint efforts of Liberia and the United States in furthering the country’s 
economic development. 

Courses in electricity, auto mechanics, and agriculture have drawn the largest 
enroliments. Students are also being trained in secretarial sciences, carpentry, 
machine-shop practice, masonry, and cabinetmaking. There is strong local 
interest in this project. Liberian appropriations have been adequate and the 
public associates the growth of the school with national economic development. 
The cost of this project to the United States has been $1 million since fiscal 
year 1952. Referring to BWI as the source of Liberia’s future technicians, 
the President of Liberia in making the commencement address in November 
1957 predicted that “BWI is to be developed into one of the technical colleges 
of the world, serving not only Liberia, but all mankind.” 


LIBYA 


Libya achieved independence on December 14, 1951. The new country began 
with little of the basic foundations for economic viability and development. It 
had poor soil resources, no known mineral wealth, over 95 percent illiteracy, a 
very low level of skills, no governmental experience, and inadequate funds to 
finance normal government costs, not to mention development requirements. 

The United States effort to help at first was confined to technical assistance. 
Economic assistance has also been provided since 1955. Total United States assist- 
ance over the 7 fiscal years to date has been about $75 million, including $34.6 
million of development assistance, $13.3 million of technical assistance, $10 million 
of Public Law 480, title II, wheat, and $17 million from special funds. This 
United States support complemented a United Kingdom contribution of about the 
same magnitude. 

Outside assistance has provided from 30 to 40 percent of Libya’s ordinary budget 
expenditures, and all of its development program, and has made possible sub- 
stantial economic progress. National product is estimated to have increased 
almost 50 percent between 1954 and 1957. ICA programs have made a major 
contribution to this growth. They have also helped to make a significant start 
on the long-term job of providing basic education and the many technical and 
administrative skills needed to enable Libyans to successfully manage their own 
affairs. This has been an important factor in maintaining Libya’s pro-Western 
government and acceptance of strategic Wheelus Field—the largest American air 
base outside of the United States. 
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A fundamental Libyan economic problem is the scarcity of land suitable for 
cultivation or grazing, while 90 to 95 percent of the population is dependent upon 
agriculture. The tiny areas which are considered suitable for crops or grazing 
are low yielding, as a result of overgrazing, wind and water erosion over the 
centuries, recurring droughts, hot winds, and sandstorms of varying degree of 
intensity. However, the most serious impediment to agriculture in Libya is the 
scarcity of water. 

To conserve the limited supply of water and bring soil erosion under control, 
USOM/Libya and the Libyan Government have undertaken the construction of 
dikes across seasonal water courses (or wadis) to retard the flow of water, thus 
increasing the amount of water penetration of the soil and the amount of soil 
retention. During the past year in the Province of Cyrenaica, about 29 miles of 
dikes were built, creating a flood area of about 5,800 acres of land. This doubled 
yields of wheat and barley—from 10 to 20 bushels per acre—and brought an 
increase in farmers’ incomes of about $20 per acre at present prices. The cost of 
building the dikes is estimated at about $40 per acre—or only 2 years increase 
in yield. Where farmers could be persuaded to switch from their usual wheat 
and barley crops to melons and vegetables, the increase in incomes received per 
acre was much higher; in one instance a farmer grossed approximately $250 per 
acre from melons and corn on a 2-acre plot flooded behind a dike. 

Based upon these demonstrated results, a larger self-help element is being 
introduced into the dike-building program, both in the construction of new dikes 
and for their maintenance. The idea is catching on well. Farmers to whom self- 
help was new have been induced—with ICA assistance in materials and technical 
direction—to renovate and put into use large Roman underground cisterns to 
collect and conserve more water. 

While very encouraging, such results represent only a beginning. There are 
at least several hundred thousand acres of land located in wadi bottoms in Libya 
that could be so developed as to double incomes, and in some cases increase incomes 
by 10 times or more. Only about 1 percent of this potential has been realized so 
far. But it is by far the most important 1 percent, as it has shown what can be 
done. 

The Libyan program provides a typical example of point 4 accomplishments 
in the fight against disease. Trachoma, which attacks the eyes, is one of the 
most serious diseases afflicting the Libyan population, not only in terms of 
its incidence but also from the standpoint of the human suffering it causes 
and the economic losses it brings. To deal with this disease, our mission to 
Libya is assisting the Libyan Government to carry out a control program, 
involving preventive and curative activities. This program has already reduced 
the incidence of trachoma among schoolchildren by 75 percent. Although cura- 
tive treatments and educational work directed toward eliminating the filth con- 
ditions and personal hygiene habits so largely responsible for trachoma infections 
will continue to be needed for years to come, the overall incidence of the disease 
is rapidly being reduced to manageable level. 


OVERSEAS TERRITORIES 


ICA programs in the British African territories represent only a small effect 
compared to the work the territories are already doing for themselves. Both 
technical cooperation and development loan requests from the territories are 
for assistance in projects included in existing development plans or related 
closely to them. ICA is assured, therefore, that its aid in complementing 
development already underway, on a sound basis. 

The extent to which the territories are helping themselves is indicated by 
the fact that the 4 territories in the illustrative fiscal year 1959 program are 
spending in the order of $40 million a year for agricultural and educational 
development. The ICA technical cooperation programs in these territories, which 
are concentrated in these 2 fields, has been just over a half million dollars a 
year in the past 2 years. These limited funds provide particular types of skills 
with new ideas and approaches that would not be available otherwise. 

An interesting example of the contribution that technical cooperation pro- 
grams can make is provided in Kenya. The economic advancement of the African 
peoples of Kenya, and the achievement of political stability there, depend, to 
a large extent, on effective resettlement of native farmers on productive land- 
holdings. Several activities are now underway in which ICA is assisting the 
Kenya Government to achieve this objective. 
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A ground survey of 187,000 acres and aerial photography of 1,597 square 
miles was completed in 1956 and 1957 as the basis for a land use and resettle- 
ment program to effect land consolidation along with crop-rotation and _ soil- 
conservation measures on the African-farmed land in Kenya which is poten- 
tially high yielding. In the course of this work, 186 Africans were trained 
as survey assistants. A research station has also been established, which will 
obtain information on soils, on the crops best suited for them, and on the 
development of irrigation farming. From April 1956 to December 31, 1957, 
the main canals on an experimental irrigation scheme were completed, with 
field layouts, including minor canals and drains on some 1,200 acres, and 178 
Africans have been assigned 2-acre holdings. This work has tripled crop yields 
compared to the previous yield from the haphazard cultivation on nonirrigated 
farms. Parallel work on improving pasturelands has already demonstrated 
some startling results in recovery of natural grasses when livestock is excluded 
for one growing season. 

ICA is also assisting in the establishment of farm institutes in Kenya to train 
qualified Africans in the actual operation of small farms while they are also 
taking instruction in crop and animal husbandry, soil conservation, farm 
machinery, farm planning, and several other subjects, in order to develop African 
agricultural leaders and teachers. One such training center is now in operation ; 
15 students completed the first training course in November 1957. 

The African peoples of Kenya are showing great interest in these activities. 
They are demonstrating what can be done to meet Kenya’s pressing land prob- 
lems. Under the resettlement program, extensive new acreages of coffee, tea, 
vegetable crops, fruits, nuts, maize, potatoes, and grasses have been established, 
and outstanding yields are being obtained. Livestock are being included in the 
program to provide meat, milk, labor, and manure. The many hundreds of 
farms now operated by African farmers under this program, and the enthusiasm 
everywhere to get the land consolidated and planned, illustrates the widespread 
African desire to own and farm the land in a proper manner. 


PROPOSED FISCAL YEAR 1959 PROGRAMS 


The additional mutual security funds programed in Africa from year to year 
reflect Africa’s recent rise into world attention. Page 122 of your presentation 
book for this region shows this progression overall and by country ; $97.5 million 
is proposed for special assistance and technical cooperation in fiscal year 1959, 
compared to estimated total African programs of $13.3 million in fiscal year 1956, 
$61.5 million in fiscal year 1957, and $62.8 million in fiscal year 1958. 

Requirements rapidly arising in the newly sovereign nations have already in- 
creased special assistance needs in fiscal year 1958 by about $15 million beyond 
the illustrative program presented here last June. These programs may increase 
still further before fiscal year 1958 is completed, although last year’s reduction 
in the mutual security request limit our ability to respond to urgent requests. 
Although every effort will be made to cover the major mutual security require- 
ments in fiscal year 1959 within the proposed program of $97.5 million, the present 
pace of events in Africa makes it not unlikely that urgent new needs will arise 
before the year is out. In order to permit the United States to be responsible to 
changing situations and newly developing requirements adequate section 401 
reserve funds are needed; 96 percent of the proposed fiscal year 1959 special 
assistance funds and 36 percent of the technical cooperation funds are proposed 
for the 3 new countries of North Africa—Libya, Morocco, and Tunisia. In other 
parts of the continent, we are relying upon the Development Loan Fund and 
international lending institutions to supply the large capital requirement for 
meaningful economic growth. 





SPECIAL ASSISTANCE 


Eighty-three million of special assistance is proposed for African countries in 
fiscal year 1959—largely for Libya, Morocco, and Tunisia, but also for Ethiopia 
and Somalia. 

A beginning has been made in Libya toward development of a viable economy 
but there is still a long way to go. The United States, as a sponsor of the 
proposal for the new state in the United Nations, has a particular interest in 
assisting Libya to become self-supporting. This will require a continuing sul- 
stantial investment program, as well as technical assistance. The country’s 
limited economic base makes Libya completely dependent on outside resources for 
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its development program, and for a large portion of its operating budget revenues. 
External assistance is needed to maintain economic and political conditions, 
including some rise in living standards, that are compatible with effective United 
States use of defense facilities in Libya. The proposed special assistance pro- 
gram provides the resources that are believed necessary for this purpose, after 
taking account of anticipated assistance from the United Kingdom and other 
sources. United States-generated funds will be used for water conservation 
activities, other agricultural improvements, reforestation, roads, telecommunica- 
tions, education and health programs, and related activities. 

Moroceo’s population of about 10 million is the largest of the North African 
countries. It has faced a number of difficulties since its independence in 1956. 
The unsettling effect of independence on the French elements of the economy and 
the uncertainty of other foreign business people, the new problems and financial 
burdens of government and of absorption of the former Spanish Zone of Morocco, 
and a serious drought last year have all contributed to a recession of economic 
activity and a growth of urban unemployment. However, Morocco has relatively 
good soil and mineral resources and good developmental prospects, and it is look- 
ing to the West to assist it to realize its potential as a modern, independent state 
that can provide the prospect of a reasonably improving life for its people. The 
proposed special assistance program will help cover a serious trade deficit. The 
local currency generated will help finance the minimal government capital ex- 
penditure program necessary to prevent further retrogression of the economy, al- 
leviate unemployment, and begin the process of longer term development—all of 
which must be done if the present moderate government is to succeed. The 
financial gap to be filled is large and depends, among other things, on the course 
of relations with France, but it is hoped that the proposed special assistance 
program plus DLF loans and perhaps a small Public Law 480 program will meet 
the need for United States financing in fiscal year 1959. 

Newly independent Tunisia faces problems similar to those of Morocco. How- 
ever, it is poorer in soil and mineral resources, and has an even more serious 
problem in finding productive work for its people. Unemployment is estimated 
at about one-third of the work force, with a concentration around Tunis, the 
capital city. Because over one-half of the population is under 21 and has rela- 
tively little education, the problem of finding adequate work opportunities will 
intensify. As in Morocco, the Government is moderate and energetic, and de- 
termined to succeed without resort to political extremism or aggressive national- 
ism. It is seeking United States support for its economic programs. The special 
assistance proposed for fiscal year 1959 will finance needed fuel and food imports, 
and permit an extension of activities begun in the current fiscal year to deal both 
with the immediate problem of unemployment and medium and longer term 
needs for increased output. It is anticipated that a portion of Tunisia’s minimum 
investment requirements in fiscal year 1959 can be met by loans from the De- 
velopment Loan Fund. 

In Ethiopia the small special assistance program for fiscal year 1959 would 
permit continuation of the survey of the developmental possibilities of the valley 
of the Blue Nile River. It would also provide some capital for use in conjunction 
with continuing technical assistance programs to demonstrate, in a few repre- 
sentative areas, integrated development of the interrelated elements of the 
Ethiopian rura] economy. This would include agricultural extension centers, 
livestock stations, coffee processing installations, feeder roads, small power 
units, and community health centers, water supply, and schools. 

It is proposed to continue in Somalia recent United States efforts to improve 
the country’s economic prospects after independence—scheduled for 1960—by 
financing activities in irrigation and reclamation, improved processing of animal 
products, and development of a fishing industry, for which United States tech- 
nical assistance is also being provided. 


TECHNICAL COOPERATION 


The technical cooperation program of $14.5 million proposed for Africa would 
finance projects in 11 countries—Federation of Rhodesia and Nyasaland, Ghana, 
Ethiopia, Kenya, Uganda, Liberia, Somalia, Nigeria, Morocco, Tunisia, and 
Libya—as well as some multicountry projects for the region. The program is 
addressed to the all-pervasive drag on Africa’s economic growth, the tremendous 
shortage of skills in all fields of activity. 

Success in this effort depends on widespread personal contacts for learning 
purposes between Africans and United States and other technicians. Some 
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training of Africans outside of Africa is desirable, but a major impact requires 
a corps of technicians training and demonstrating at the grassroots of the 
African communities, and in local teaching institutions. This is particularly 
true where the educational facilities of the country are too limited to prepare 
many people for effective participation in overseas educational institutions, as 
is commonly the case in Africa. Thus, the impact of our technical cooperation 
program depends on ICA’s ability to attract well-qualified technicians to work 
in circumstances that usually include many personal and job difficulties that 
they would not have to face at home. ICA is having increasing success in this 
regard in Africa, permitting us to continue the trend of program expansion of 
recent years. By the end of fiscal year 1959, the African technical cooperation 
program provides for about 650 United States employed and contract technicians 
in the field, compared to about 545 at the end of fiscal year 1958 and 335 a year 
earlier. 

Activities in technical cooperation are heaviest in agriculture and in vocational, 
primary, and teacher education. We plan to continue in such fields as building 
extension systems; crop research, range management, and livestock improve- 
ment; development, conservation, and improved use of water supplies; reforesta- 
tion; fisheries; and development of local institutions for agricultural education, 
credit, and various cooperative activities. Our industry effort is still relatively 
small, because the opportunities for technical assistance in this field are limited 
at the present stage of development in most of Africa. However, the program 
is seeking to stimulate adequate credit and technical services and suitable laws 
to encourage and support potential business enterprises, and technical assistance 
is also being provided in surveying mineral and other natural resources. There 
is also a substantial health and sanitation program, plus some work in improving 
transportation facilities, public administration, manpower planning, and com- 
munity development. Throughout our technical cooperation program, we are 
emphasizing the development of local institutions that can make a continuing 
impact after our technicians have left the scene. 

ICA also plans to initiate in fiscal year 1959 some new multicountry technical 
assistance activities. We plan to encourage a multilateral exchange of skills 
and experience between the United States, African, and to some extent European 
countries, and to promote collaboration on economic activities of mutual interest 
to various aid recipient countries. Wherever this approach is feasible, it should 
secure the widest possible impact from our limited technical assistance re- 
sources. It should also promote a spirit of multilateral cooperation among the 
participating African and Western countries. The program will include con- 
ferences on common agricultural problems, creation or expansion of regional 
training centers in public health and business techniques, studies of regional 
resources and economic policy problems, a regional locust-control project, and 
support of multicountry attendance at the American University of Beirut. 


CONCLUSION 


Our objective is a stable, prosperous, and friendly Africa. The character and 
degree of United States support to Africa’s economic development can mean the 
difference between an orderly evolution in keeping with democratic ideas and 
institutions, and violent and authoritarian movements that arise from poverty, 
disease, and despair. The proposed mutual security program for 1959 is de- 
signed to contribute to the achievement of the United States objective by pro- 
viding the kind of timely help which will serve our long-range interest in mak- 
ing the African nations strong members of the free-world community. 


Mr. Paumer. I would like to make a few remarks about Africa 
and the relationship it has to our mutual security program. 


EMERGENCE OF NEW AFRICAN NATIONS 


Four new states have emerged during the postwar period joining 
the family of nations in the area we are talking about—Morocco, 
Tunisia, Libya, and Ghana—and in a great many other parts of the 
continent the trend is toward rapid evolution toward self-govern- 
ment and independence. 
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Both Nigeria and Somalia are scheduled to obtain their independ- 
ence in 1960. 

The Federation of Rhodesia and Nyasaland already has a very high 
degree of self-government. 

ganda is similarly moving quickly and all of the French terri- 

tories south of the Sahara have recently been given very advanced 
forms of self-government. 

In short, Mr. Chairman, Africa is being projected into the world 
spotlight and this is a matter we believe of very great importance and 
significance to the free world. 


STRATEGIC IMPORTANCE OF AFRICA 


To touch very briefly on the strategic importance of the Continent, 
I need only mention the fact that obviously it is on the fringe of 
NATO. What happens to the orientation of this area has a very 

»rofound effect on our defense efforts in Western Europe. We all 
now from the closure of the Suez Canal last year the importance 
of the route around the cape as an alternate to that waterway. 

The important strategic communications and defense facilities that 
the United States maintains in Morocco, Ethiopia, and Libya play, of 
course, a very major role in the maintenance of the deterrent against 
the Soviet Union. 

POLITICAL FUTURE OF AFRICA 


Moreover, Africa is rich in many strategic minerals that are re- 
quired for our defensive efforts in the United States. 

All of these are extremely important. But I would not want to 
underestimate in this respect what may perhaps be the most important 
of all, and that is the future political orientation of the African 
Continent. 

These states as they emerge, of course, all become members of the 
United Nations. They play an important role in the councils of the 
United Nations. 

Their stability, in view of the interdependence of the world today, 
has a very profound effect on the stability of other areas. Together 
they are beginning to assume an increasing voice in the world. 

As you know, in mid-April there will be the first conference of 
independent African States. Eight of them are getting together in 
Accra, as a result of the initiative taken by Dr. Nkrumah to meet 
together for the first time as independent states. 

We have considerable assets in this area at the present time. The 
states that have emerged thus far in independent Africa have been 
moderate regimes. ‘They are essentially pro-western in their orienta- 
tion. They are all devoted to the preservation of their newly won 
independence, or in the case of those who have had it for some time, 
the independence that they have consolidated over a period of years. 
It is a matter of great importance that we maintain this moderate and 
pro-western orientation, not only for the value of the relationships 
themselves, but also because they will tend to, we believe, set by exam- 
ple the pattern of what happens in those parts of Africa which are 
still in a dependent status and which are now only beginning to 
emerge. For example, the success of Ghana is undoubtedly going to 
have its effect on the success in Nigeria. 
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There are many threats of course to the evolution of Africa in the 
way that we would like to see it evolve. Part of these threats are 
indigenous to the area, part are external. 


SOVIET THREAT TO AREA 


The external threat, as in many other parts of the world, arises 
from the Soviet Union. The Soviet Union is only really beginning, 
we feel, to make a decided challenge for Africa. It has been doing 
a considerable amount in the area in the past. There has been pene- 
tration of labor unions in certain areas, penetration of nationalist 
movements, penetration of students, and various other devices that 
the Soviet Union has used in other parts of the world as well. 

Recently, however, and constituting perhaps a landmark, the So- 
viet Union gave evidence at the Afro-Asian Conference that was held 
in Cairo earlier this year, of throwing out a real challenge to move 
in on the African Continent. 

As you recall, during the course of this conference the Soviet Union 
offered unlimited aid without strings. We know from other areas 
of the world that this is obviously a false offer, but it is one that can 
have considerable superficial appeal to the peoples of Africa if assist- 
ance is not forthcoming from other sources to help them with their 
problems. 

NEED FOR ASSISTANCE 


The need for external assistance throughout the Continent is great 
in almost all areas. 

Most of them have very grave economic and social problems. Their 
communications networks are still undeveloped. Roads play an enor- 
mous part in the development of these areas. We have seen from our 
programs in Liberia, for example, how a network of roads can open 
up wholly new areas of agricultural development and generally raise 
the standard of living in the country. Public health is another field. 
Almost everywhere facilities are inadequate. Education is a third 
area Where assistance is very badly needed. In many of these areas— 
and we are facing it in Tunisia right now—unemployment is a prob- 
lem. Approximately one-third of the total labor force in Tunisia 
is presently unemployed. Many of the states have extensive trade and 
budgetary deficits. Libya and Morocco, Tunisia and Somalia all 
fall into this category. They all need skills. They need technical 
assistance. 

Of course, the job of furnishing all of these requirements is an 
enormous one. It is one that is obviously beyond the ability of any 
one country to supply. 

We believe that private investment capital can play a very great 
role in the development of Africa. It has in fact played a tremendous 
role in such areas as Liberia, the Federation, and the Union of South 
Africa. If conditions are right and the correct climate is established, 
it can doa great deal to help. 

European countries of course are also making a considerable ef- 
fort, in Africa in fact, their largest effort anywhere in the world. 
This is to a great extent a reflection of self-interest on their part. 
It is also a reflection of the fact that in many respects Europe and 
Africa are essentially complementary areas. The European econo- 
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mies would suffer greatly if they lost access to the markets, raw ma- 
terials, and investment opportunities which Africa has to offer. By 
the same token, Africa needs the technical knowledge and the capi- 
tal, the export markets, and the manufactures supplied by Europe and 
other free world countries. 


FISCAL YEAR 1959 PROGRAM FOR AFRICA 


It is in this atmosphere, Mr. Chairman, and against these facts 
that we present to you this program for this year. Our proposals call 
for $97.5 million of special assistance and technical cooperation for 
fiscal year 1959, of which $83 million is in special assistance for 5 coun- 
tries—Libya, Morocco, Tunisia, Ethiopia, and Somalia; and second- 
lv, $14.5 million for technical cooperation to finance projects in 11 
countries and dependent areas. 

This is the economic side of the program. 

On the military side, we are requesting very modest programs in 
2 countries only—in Libya and Ethiopia a total program of $9.3 
million. A program designed to improve the internal security of 
those two countries and to enable them to conduct defense against local 
aggression and to assure the continued use of our military installations 
in those countries, 

All of these programs, Mr. Chairman, we believe are essential to 
what we are trying to do in Africa 

To summarize, our objectives are to continue the moderate and the 
pro-western orientation of this area, to help them as we can and to 
the exent of our capabilities with their economic and social problems, 
and thereby to contribute to the peace, stability, and economic develop- 
ment of the area. 

We believe it important that we help these countries to work out 
their own destinies by nontotalitarian methods, and in this way we 
believe that we contribute to the achievement of both our short- and 
our long-term policies in this increasingly important area of the world. 


Thank you, Mr. Chairman. 
COMMENTS ON SENATOR GREEN'S REPORT ON AFRICA 


The CHairnMan. I am very interested in this area because a year 
and a half ago I was sent by the committee to make a tour through 
Africa, pr incipally those countries south of the Sahara and I made a 
report when I got back. 

I do not know whether you have seen it. 

Mr. Paumer. Yes, [have,sir. Ihave it right here. 

The Cuairman. I would be very glad to know whether you agree 
with the conclusions. 

Mr. Pavmer. I’m sorry, sir, when I spoke of having your report, 
I thought you were referring to the one on NATO in whic hh it referred 
to the north African area. You were speaking about the area south 
of the Sahara. 

The CHarrmMan. Yes. 

Mr. Pacmer. I know you made a trip there, sir. 

The CHarmman. East, south, and west Africa 

Mr. Paumer. Yes. As I remember it, sir. 
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The Cuarrman. I naturally am interested and I think it would be 
valuable for the committee to have your comments and whether you 
agreed with the conclusions in various a or whether you disagreed. 

I have no pride of authorship, I tell you that. I tried to use my 
ears, eyes, and brain and give the committee the benefit of the result. 

Mr. Paver. I think, Mr. Chairman, I would have to, if I could, 
have an opportunity of reviewing your conclusions in detail again. 

The CuarrMan. I would be glad to have you do so. 

Senator Wier. He isa tough one to disagree with. 

Mr. Parmer. Yes, he is. 

The Cuarrman. You have a copy. 

(The comments referred to are as follows :) 


DEPARTMENT OF STATE, 
Washington, April 3, 1958. 
Hon. THEOpORE F’, GREEN, 
United States Senate. 

Dear SENATOR GREEN: During the hearing before the Senate Foreign Relations 
Committee on March 31, 1958, you referred to the report of your trip through 
Africa and asked whether I agreed with your conclusions. You will recall that 
I said I was familiar with your report but would like the opportunity to review 
its findings before replying to your question. 

I have now had an opportunity to reexamine the conclusions contained in your 
report and can confirm that I find myself in substantial agreement with them. 
You will, I believe, find a number of passages in the statement I submitted for 
the record which reflect the closeness of that agreement. 

In rereading the following last two paragraphs of your report, I was struck 
by the similarity between the thoughts which you expressed so well and the 
theme which I desired to convey to the committee in my own statement: 

“Africa stands on the threshhold of a burgeoning social and political upheaval. 
As country upon country enters the international scene newly independent, two 
doors invite them. One assures a continuation of their independence. The 
other may set them on a course leading inexorably to an alien yoke which is not 
the less tyrannous because its imperialism is concealed. 

“What the United States does may well determine which door these nations 
will open. The stakes are high. The cost of American development and tech- 
nical assistance is relatively so modest that to withhold it would be tantamount 
to a dereliction of national duty.” 

I am in entire agreement with these thoughts which have such clear applicabil- 
ity to the 1959 mutual security program for the African area. 

If you agree, I suggest that my remarks on your report might be inserted in the 
committee record [of] ~_-__- March 31, 1958. 

Sincerely yours, 
JOSEPH PALMER, 2D, 
Deputy Assistant Secretary for African Affairs. 


SOVIET PARTICIPATION IN CAIRO CONFERENCE 


The Cuarrman. You spoke about the conference at Cairo in which 
Soviet Russia participated. On what grounds did she participate? 

Mr. Pautmer. This, of course, Mr. Chairman, was a nonofficial con- 
ference. Countries were not represented there as governments. They 
were represented by individuals, and the Soviet Union sent one of 
their officials from Soviet Asia. I believe, as the head of an unofficial 
delegation. 

The Cuarrman. I could not understand how she would be repre- 
sented there. 

Mr. Parmer. In making this aid offer, it was understood that he 
spoke for the Soviet Union. 
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COUNTRIES AIDED IN AFRICA 


The CuHairman. You referred to the fact that the United States 
rendered assistance to five. I think, of these African countries. 

On what basis were they selected ? 

Mr. Patmer. This is special assistance, Mr. Chairman. The five 
countries, Libya, Morocco, Tunisia, Ethiopia, and Somalia, were 
selected partly on a basis of need. 

The Cuatrman. Yes, but all the other countries are in need. too, 
aren’t they ? 

Mr. Patmer. Yes, sir. With respect to three of them, they are areas 
in which we have important strategic facilities—Libya, Morocco, and 
Ethiopia. The other two, Tunisia and Somalia, are essentially po- 
litical. Both of them operate under deficits. Both of them are in 
strategically and politically key areas. Their political orientation 
will have a great effect, in the case of Tunisia, for example, on the 
orientation of Libya and of Morocco and, in the case of Somalia, on 
the orientation of Ethiopia. So that there is both a strategic and a 
political rationale for aid to these countries in addition to the 
economic and financial. 

The Cuarrman. Did this selection cause any ill will on the part of 
the other countries ? 

Mr. Pater. I do not believe so, at the present time. 

The only other independent areas are the Union of South Africa, 
Ghana, and Liberia, all of which are in comparatively good economic 
shape and much better able to stand on their own feet than the ones 
about which we are talking. 

The Cuarrman. I won’t ask any more questions now. 

Senator Wiley ? 

Senator Witey. We are talking today about the 1959 program, are 
we not? 

Mr. Pater. Yes, sir. 

Senator Witey. We know that the world is in a bad situation. Take 
for instance the situation in Northern Africa between the Arabs and 
the French, which can blow up any time. This program does not 
start until July 1959 and a lot of things can happen between now 
and then. 


LOCATION AND COST OF AIRFIELDS IN AFRICA 


How much have we spent in airfields in these various countries? 
We have airfields in Morocco, have we not ? 

Mr. Paumer. Yes, we have. sir. 

Senator Witry. Have we in Tunisia? 

Mr. Pater. No, sir. 

Senator Winter. None in Tunisia? 

Mr. Patmer. No, sir. 

Senator Witey. In Algeria? 

Mr. Parmer. No, sir. In Libya. 

Senator Winey. Yes, Libya, that is what I was getting at. And 
down in Ethiopia? 

Mr. Pater. Yes, sir. 
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Senator Witry. Those are the three countries where we have air- 
fields. 

Mr. Patmer. In Ethiopia there are communications facilities, sir. 
In the case of Morocco, I believe the total value of our installations 
there is about $500 million. 

Senator Witry. $500 million? 

Mr. Pater. Yes, sir. 

Senator Wizey. In Libya? 

Mr. Pacmer. In the case of Libya about $100 million, and I will 
have to ask Admiral Bergin to give us the figure on Ethiopia, sir. 

Admiral Beraix. We have a commnunication fac lity there which 
is our main facility. 

It is small in comparison to the totals that have been presented. 
It is approximately $14 million. 


SITUATION IN MOROCCO 


Senator Witry. How do you characterize the political situation in 
Morocco as far as America is concerned ¢ 

Mr. Parmer. May I go off the record on this, Mr. Chairman ? 

The Cu AIRMAN. Yes, if you come on again. 

(Discussion off the rec ord. ) 

Senator Witry. What is the [deleted] special assistance for / 

Mr. Patmer. [| Deleted. | 

From the economic point of view it is what we fee] is justified in 
terms of Morocco’s needs, and if you would like further details, I 
think Mr. Van Dyke could expand on that. 

Senator Witey. Generally, what is it / 

Mr. Van Dyke. You mean the commodities, Senator ? 

Senator Winery. Yes. 

Mr. Van Dyke. Agricultural and industrial commodities as shown 
on page 173 of the presentation book, fats and oils, cotton, sugar, fuel, 
raw materials, machinery and vehicles, and other industrial com- 


modities. 
Senator Witry. How much do we spend to maintain our forces 


there? 

Admiral Berein. I do not have these figures. 

Senator Witry. How big is the force ? 

Admiral Brrer. | tial have to get that. It is in the thousands, 
a small group at each one of these plac es, sir, but I do not have the 
exact number. I can only give you general numbers. We have, for 
instance, in Libya, Americans, 10,000 people. 

Senator Wirey. I am talking about Morocco. 

Admiral Beretn. About 15,000 in Morocco. 

Senator Winey. Fifteen thousand. How much do we pay for the 
rental of the airfield ? 

Admiral Beroetn. We do not pay rent. 

Senator Witey. What? 

Admiral Beretn. No rent in Morocco, sir. 

Senator Witry. You do not? 

Admiral Beret. No, sir. 

| Deleted. | 
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Senator Winey. What is your judgment as to the economic condi- 
tions? We spent $500 million there and we are spending now 
[deleted]. I suppose in the years past we have put in similar 
amounts. Are we creating a dependency economically or are we im- 
proving their own economy so that eventually they may be able to 
get along without our support ¢ ; 

Mr. Van Dyke. These funds, Senator, will be directed toward 
activities which develop an economic base, on the basis of which they 
can support themselves in the long run. The Moroccan economy has 
been very greatly dependent upon loans and grants from France in 
the past several years, so that they show a current trade deficit of 
‘ather substantial proportions with the outside world. Our aid is 
nowhere near the amount that France has been putting into the coun- 
try in the past several years. 

Senator Witry. Racially, are they Arabs? 

Mr. Parmer. Arabs | Berbers, sir. The Berbers are indigenous 
to the area. 

Senator Witey. Is the Kremlin attempting to penetrate Morocco? 

Mr. Patmer. No, sir. They are obviously making an effort here as 
they are in all areas, but there is no evidence, I believe, that they have 
made substantial progress. 

Senator Witey. How are relations between the French and the 
Spanish / 

Mr. Parmer. I would like to go off the record on this. 

(Discussion off the record. ) 

The Crairman. Are you ready to go back on the record? 

Mr. Paumer. Yes, sir. I would just like to add that the Soviets do 


have a trade mission in Morocco at the present time, as they do in 
other countries in the African area, and they are endeavoring to con- 
tinue close trade ties. 

There have, of course, been fairly close trade ties for some time 
between Morocco and the Communist bloc. It goes back to the period 
when the French were in control. 


ASSISTANCE TO LIBYA 


Senator Wirry. I started to ask about the [deleted] that we are 
spending in Libya. That, I suppose, has been the same for a number 
of years, has it not ? 

Mr. Pautmer. Yes, sir; ever since Libya gained its independence, 
why, we have been undertaking the program. 

Senator Wirry. That is used for the same commodities as in the 
| deleted] program for Morocco ? 

Mr. Van Dyke. Not quite, sir. A portion [deleted] will be used for 
commodity procurement and a portion will be turned over as a cash 
grant to the joint Libyan-American Reconstruction Commission which 
in turn will use it for economic development projects within the 
country. 

PERCENTAGE SPENT IN UNITED STATES 


Senator Winey. Just one other question that I failed to ask before. 

Is it true to say that of the military and economic aid about 90 cents 
out of every dollar is disposed of in this country? What is the 
percentage ? 
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Mr. Van Dyke. I think, sir, the figure is less than that now. At 
one time it was that high. The current figure for military and eco- 
nomic combined is in the neighborhood of 75 percent for immediate 
United States procurement. Of course, eventually the dollars always 
flow back into the United States economy, even though they are ini- 
tially spent in some foreign market. 

Senator Wuey. I have heard that last answer of yours disputed sub- 
stantially. There are a good many dollars in Europe used as the basic 
arenes for trade between the countries. What do you know about 
that 

Mr. Van Dyke. Many of the European countries and other coun- 
tries all over the world do hold dollars as well as gold as their reserve, 
but eventually there is no place to spend a dollar but in the United 
States. 

Senator Witey. I understood that is not correct. The American 
dollar is the best currency in the world outside possibly of the Swiss, 
and it is traded and held as reserve, and it does not necessarily come 
home. That is why I wanted to get the percentages. 

Is that correct or am I all wrong about it ? 

Mr. Van Dyke. Well, sir, as I say, other countries do hold these 
currencies and trade them back and forth, but in the last analysis since 
the dollar is legal tender in this country, we expect it eventually to 
come home. It is held temporarily in reserve. 

Senator Wier. Do we have enough gold to back the dollars held 
by the Europeans? 

Mr. Van Dyke. I think it is all backed up, sir. That is a little out- 
side of my field. 

The Cuarrman. Mr. Morse, no questions? 

Mr. Knowland. 


SIZE OF MILITARY ASSISTANCE PROGRAM IN LIBYA 


Senator Knowianp. In regard to Libya, the presentation book 
shows Government defense expenditures of $2.6 million per year, 
United States military assistance proposed [deleted]. Is it a wise 
policy, do you think, for the military assistance by this Government 
to exceed what the local indigenous government is spending for its 
military establishment ? 

Mr. Paver. I think, Mr. Senator, this will be a temporary phenom- 
enon during the period of buildup. 

Libya has an economy that is extremely vulnerable. It has very 
few resources, It occupies a very strategic position vis-a-vis the 
Middle East. 

We believe that it is important that it does have adequate security 
forces to maintain internal security within the country, and these 
can only be built up given the very limited revenues of the Libyan 
Government with external assistance. The security forces that we 
have in mind will be very small. They will be extremely limited. 
I would just like to go off the record. 

(Discussion off the record.) 

Mr. Parmer. On the record again, I would like to say for a country 
this size, this is really quite a small force. 

Senator Knowxanp. [Deleted]. This is a fairly high rate per in- 
dividual for what is in effect a constabulary force at most. 
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oo Patmer. I would like to ask Admiral Bergin to comment on 
that. 

Admiral Brrer. Yes, sir, if I may amplify this. They had as 
of last year at the time of our program commencing in the military 
aid field approximately [deleted] troops, national troops. They 
have in the last year through our assistance as a result of the country- 
to-country agreement built that up to approximately [deleted]. We 
agreed to provide equipment and training for 1,035 men, and we 
have met that commitment. | Deleted. | 

Senator Knowranp. What kind of equipment do they have? 

Admiral Berern. Until our equipment went in there last June, sir, 
all their equipment was British. During this past year, the equip- 
ment was United States equipment for a thousand men, sir. 

Senator KNowLanp. What type of equipment? 

Admiral Brratn. [ Deleted. } 


DEVELOPMENT IN ETHIOPIA 


Senator Know aNnp. In the presentation book given to the com- 
mittee, page 123 refers to the difficult environment for effective de- 
velopment of Ethiopia with foreign capital. Would you elaborate 
on that ? 

Mr. Van Dyke. [Deleted]. There are many illustrations I could 
give as to the difficult economic environment. I will just select one 
of them, the question of land ownership. Land ownership is diffused 
between the individual, the tribe and the local chieftain and the Em- 
peror, himself. 

If an individual wants to build a house or a factory, it is exceedingly 
difficult to get a guaranty that the land he thinks he owns is actually 
his for all time. I have heard of instances where litigation has pro- 
ceeded over many years between two claimants to the same piece of 
land. This is not the sort of thing that encourages individuals to in- 
vest. A house was built on a parcel in Addis Ababa, for example, and 
after the house was built, an individual sued the builder of the house 
for this property. It went to court and dragged on for a number of 
years and eventually the individual who did the suing was awarded 
the land and the house. 

That is the sort of problem that you get into in a newly developing 
country. 

Beeitoe Knowtanp. What is the Ethiopian Government doing 
about it? 

Mr. Van Dyke. Well, it is a long and difficult process to change 
institutions which have been thoroughly imbedded in the habits and 
customs of a country. Ethiopia, because of its geographical position 
and the ruggedness of its terrain, was isolated from the rest of the 
world for centuries after Europeans began to have contact with other 
parts of Africa. To establish in Ethiopia the institutions of modern 
development is going to be a long and difficult process. 

I think they are making considerable progress. A number of 
Ethiopians are being trained under the ICA program both in Ethiopia 
and in the United States, and the more they can see the importance 
of adopting modern practices, the more progress they will be able 
to make. They can of course leapfrog all the difficulties we faced in 
developing the legal and procedural institutions which make our mod- 
ern economy operate. 
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LIBYAN BUILDUP 


Senator Know.anp. Going back to this Libyan situation, I hope 
that we are not building them up beyond their capacity to support 
their internal security forces. This first investment is just the begin- 
ning. The upkeep is very high, and I do not think we can permanently 
undertake to build up a force larger than the economy of the country 
can support. 

We may be doing a disservice rather than a service. 

Mr. Paumer. We entirely concur with this, Senator, and our pro- 
gram is intended to be very modest and the minimum required to 
achieve the job of maintaining the internal security of Libya. I quite 
agree that particularly with a country that has so few resources as 
Libya does, we must be extremely careful not to build up the armed 
force to the point where it becomes a burden on the economy. 

Senator Know.anp. I think they have a tendency to overreach 
themselves, and by so doing we may overreach ourselves. 

That is all the questions. 

The Cuatrman. Mr. Aiken, have you any questions ? 

Senator Arken. No questions. 


SOVIET PENETRATION OF AFRICA 


The Cuarrman. I just want to ask one question. What is the pres- 
ent extent of Communist penetration in Africa ? 

Mr. Patmer. Thus far we do not think, with some important ex- 
ceptions, that it has made too much progress. 

As I mentioned earlier, one of their targets has been the trade union 
group, and in the north African trade unions thus far they have not 
made much progress. 

They at one time made some progress in the Ghana trade union 
movement, but I think that this “ been largely taken care of, and 
in general the African trade union movements are associated with the 
ICFTU. Students are a prime target, particularly African students 
studying in Europe, both on the Continent and to a lesser extent in 
the United Kingdom. 

They make a very great effort, have had some success, but have not 
made much headway as yet. As I mentioned earlier, both Morocco 
and Tunisia—going back to the period when the French were still in 
control of the area—have trade relations with the Soviet Union and 
with Communist China. The Moroccans for example, buy highly 
prized Chinese green tea. It is their national drink, and this trade 
yattern has remained fairly constant, perhaps with some increase. 

‘he Communist bloc has trade missions in area and Tunisia. 

They also have diplomatic representation, however, in Libya and 
in Ethiopia. They also have a trade mission in Ghana. There has 
been some penetration of nationalist movements in some areas, par- 
ticularly in some aspects of the movement in the Cameroons. Thus 
far, as I said, Mr. Chairman, I do not think that this has been far- 
reaching, but I do not think that they have really started to make 
their bid for Africa. 

I think they are only just now really beginning to make their bid. 

Senator Morse. Could I ask one question, Mr. Chairman ? 

The Cuamman. Certainly, Mr. Morse. 
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SOVIET MILITARY ASSISTANCE IN AFRICA 


Senator Morse. What evidence do we have on the amount of Rus- 
sian military aid to Africa? 

Mr. Parmer. We do not have any evidence. I am excepting Egypt, 
of course, from this. Egypt is not in the area that we are talking 
about. We have no evidence of any Russian military aid. 

Senator Morse. Outside of the Middle East, you have no evidence 
of any military aid from Russia going to Africa? 

Mr. Pautmer. No, sir. 

Senator Morse. You were talking about this nationalist movement. 
What is the form of their penetration in nationalist movements ? 

Mr. Patmer. There is a movement in the French Cameroons—an 
extremist nationalist movement—that is presently in rebellion against 
the moderate regime in power there, and they have succeeded in pene- 
trating this movement, this rebellion. The local leader of this rebel- 
lion, a man by the name of Ruhon Um Nyobe, is an avowed Com- 
munist. 

Senator Morse. Where does he get his arms? 

Mr. Parmer. I do not think that there is any evidence that he is 
getting arms directly from the Soviet Union. We do not know where 
he is getting his arms from, sir. 

The Cuairman. Mr. Hickenlooper, have you any questions? 

Senator Hickentoorer. Yes. About the matter of arms, there are 
many places in Europe, aren’t there, where surplus World War II 
arms and things of that kind can be bought on the open market from 
governments 4 

Mr. Pater. Yes, sir. 

Senator HickenLoorer. That is all, Mr. Chairman. 


The Cuarrman. Thank you very much, Mr. Palmer, for your testi- 
mony. 

(The questions and answers on the African program are as fol- 
lows :) 


RESPONSES TO QUESTIONS SUBMITTED BY THE SENATE FOREIGN RELATIONS Com- 
MITTEE RELATING TO THE MUTUAL SECURITY PROGRAM FOR AFRICA 


“1. It is reported that the United States was the instigator of the proposed 
Western Mediterranean Defense Pact. Would you describe the purposes and 
objectives of the pact and its current status?” 

The United States has not initiated the proposals for a Western Mediter- 
ranean Defense Pact, in accordance with its general policy that such associations 
should proceed from the freely expressed desires of the states directly concerned. 
Various leaders of a number of western Mediterranean states at various times 
have expressed favorable attitudes toward the concept of collaboration among 
nations of this region toward mutually agreed goals, especially in the domain 
of economic cooperation, mutual defense arrangements, and consultation on 
political questions. Thus far, however, there has been no formal discussion 
among the western Mediterranean states on this question and no agreement on 
a specific format or content of such a pact, so that for the present it remains 
an abstract conception. 

“2. The Herald Tribune of last July 29 reported, ‘All the evidence is that 
the African countries such as Tunis, Morocco, Ethiopia, the Sudan and Ghana, 
are the immediate testing ground for the Communist economic offensive. Would 
you comment on this statement?’ 

While members of the Communist bloc concluded trade agreements with 
Ethiopia, Morocco, Sudan, and Tunisia last year, the only significant Communist 
economic activity in Africa occurred in Ghana, where the U. 8. 8S. R. bought 
19 percent of the total 1957 cocoa crop. Many rumors were heard of Soviet 





410 MUTUAL SECURITY ACT OF 1958 


aid offers to the newly independent African countries, but such rumors are 
difficult to verify and no aid actually changed hands, with the exception of a 
relatively small amount of assistance accepted by Sudan. In December 1957, 
however, the Communists dramatically displayed, at the Afro-Asian Peoples 
Solidarity Conference held in Cairo, a heightened interest in penetrating Africa 
economically. The delegate from the U. 8. S. R. promised aid, trade, tech- 
nicians, schools, hospitals—all “without strings.” “Tell us what you want, 
and we will help you,” he declaimed. His speech was played up as the high 
point of the conference. 

No African country has as yet moved to test the validity of the Soviet 
offer. But this is not to say that the Communists may not one day— 
perhaps soon—make major economic inroads in Africa. Most African coun- 
tries are dependent upon one or a very few export products for their foreign 
exchange earnings. The Soviet bloc could absorb the totality of several major 
African commodities if it decided such a move would be politically advantageous. 
Should the financial situation tighten in such one-crop economies as Ghana, 
Bthiopia, and Sudan, the bloc’s bargaining position would be good. 

In addition, most of the newly independent states are under increasing pres- 
sure to meet public demands for improved living standards. Their basic econ- 
omies have been dependent upon Buropean assistance. In order to maintain 
even the relatively low living standard already established, it is conceivable that 
some offers of aid from the Soviet bloc will be accepted if western assistance 
is not sufficient to enable the leaders of these countries to meet the expectations 
of the people. 

“3. Will you describe the present status and the objectives of the Commission 
for Technical Cooperation in Africa south of the Sahara?” 

CCTA was organized in 1954 to encourage technical cooperation in Africa 
south of the Sahara. Members of CCTA comprise the following governments: 
Belgium, Federation of Rhodesia and Nyasaland, France, Portugal, Union of 
South Africa, United Kingdom, Ghana, and Liberia. CCTA recommends meas- 
ures for cooperation, convenes interterritorial technical conferences, and super- 
vises the operation of existing interterritorial technical organizations, of which 
there are many dealing with such subjects as soil conservation, statistics, labor, 
climate, ete. 

CCTA in January 1958 launched the Foundation for Mutual Assistance 
(FAMA). The idea behind FAMA is that territories themselves will exchange 
experts and training facilities; for example a cattle expert from Central Africa 
could advise the Nigerian or Liberian Government. The actual technical assist- 
ance provided will be arranged bilaterally. KAMA is in essence a clearinghouse 
of requirements and offers, and is to serve as a catalytic agent in bringing parties 
together, and will not in itself dispense aid. 

“4. How much of an increase over the budget for Africa for fiscal year 1958, 
is the present request ?”’ 

The proposed fiscal year 1959 program of $97.5 million for special assistance 
and technical cooperation in Africa represents an increase of $34.7 million over 
the fiscal year 1958 program of $62.8 million shown in the congressional presenta- 
tion books. 

[Millions of dollars) 
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Additional requirements for these programs may arise before fiscal year 1958 
is completed, although the reduction in the mutual security request for fiscal 
year 1958 limits the ability to respond to urgent requirements. 

Ninety-six percent of the proposed fiscal year 1959 special assistance funds are 
proposed for the three countries in north Africa—Libya, Morocco, and Tunisia. 
The technical cooperation program would finance projects in the 6 independent 
countries of Ethiopia, Ghana, Liberia, Libya, Morocco, Tunisia, 4 dependent 
overseas territories, and Somalia. 
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The present pace of events in Africa makes it not unlikely that urgent new 
needs may arise over and above the proposed fiscal year 1959 program of $97.5 
million. Adequate contingency funds are therefore needed in addition, in order 
to permit the United States to be responsive to changing situations and newly 
developing requirements. 


The Cuarrman. We now go from Africa to Latin America and I 
call on the Honorable Roy R. Rubottom, Jr., Assistant Secretary for 
Inter-American Affairs, accompanied by Rollin S. Atwood, Regional 
Director, Office of Latin-American Operations, and Col. Thomas B. 
Hanford, Director of the Western Hemisphere Regional Office, Office 


of the Assistant Secretary of Defense for International Security 
Affairs. 
Will you proceed ? 


STATEMENT OF R. R. RUBOTTOM, JR., ASSISTANT SECRETARY FOR 
INTER-AMERICAN AFFAIRS; ACCOMPANIED BY ROLLIN S. 
ATWOOD, REGIONAL DIRECTOR, OFFICE OF LATIN AMERICAN 
OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRA- 
TION; COL. THOMAS B. HANFORD, DIRECTOR, WESTERN HEMI- 
SPHERE, REGIONAL OFFICE, OFFICE OF THE ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS; 
AND CHARLES SHUFF, DEPUTY ASSISTANT SECRETARY OF 
DEFENSE FOR MILITARY ASSISTANCE PROGRAMS 


(The statements of the above witnesses are as follows :) 


STATEMENT BY R, R. Rusorrom, JR., ASSISTANT SECRETARY FOR INTER-AMERICAN 
AFFAIRS 


Mr. Chairman and members of the committee, a few weeks ago you provided 
me with an opportunity to report to you on our relations with Latin America. 
At that time I emphasized that the United States placed the highest priority on 
maintaining and furthering its excellent relations with Latin America. One of 
the bulwarks for maintaining these relations is the mutual security program in 
Latin America and I appreciate this opportunity to appear before you again in 
support of that program. 

For the fiscal year 1959 we are requesting funds to conduct programs of military, 
assistance in the amount of $54 million, technical cooperation in the amount of 
$35 million, and special programs amounting to $24.5 million of which $1.5 million 
is for the United States contribution to the technical cooperation program of the 
Organization of American States. 

Since the days of the Monroe Doctrine the United States has publicly recog- 
nized and proclaimed the importance of Latin America in its foreign relations. 
The United States shares a joint heritage of liberty and democracy with the 
people of Latin America. Each of the countries has recognized the mutual ad- 
vantages of close and friendly relations with the rest. This ideal is the basis of 
all our multilateral relations in this hemisphere under the aegis of the Organiza- 
tion of American States. 

In the last few years there have been some significant and encouraging develop- 
ments. The trends are toward constitutionality and political democracy, all of 
them taking form without intervention or prodding from the outside. The Organ- 
ization of American States has established a system of cooperation for security 
and welfare that strengthens our faith in multilateral organs. We have seen it 
solve some difficult hemisphere political problems. The American Republics also 
seek mutually acceptable solutions to their common economic problems, as was 
demonstrated by the Economic Conference of the Organization of American States 
which met in Buenos Aires last August. At that Conference the Ministers of 
Finance or Economy of the American Republic defined more sharply the prob- 
lems, discussed possible solutions, and made assignments, for further studies 
designed to develop formulas and policies to permit expansion of their economic 
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development. In the matter of security, our military relations with Latin Amer- 
ica fall within the framework of the Inter-American Treaty of Reciprocal Assist- 
ance, signed at Rio de Janeiro in 1947, which establishes the principle that an 
attack by any state against an American State shall be considered as an attack 
against all the American States. I can truthfully say that our bilateral and 
multilateral relations are genuinely friendly and mutually productive. How- 
ever, both the United States and Latin America face numerous economic prob- 
lems. I am grateful that we are able to face them with such a reservoir of good 
will and tested experience. 

A basic objective of United States policy in the economic field is to make as ef- 
fective a contribution as is possible to the efforts of individual Latin American 
countries to develop and maintain a stable, healthy, national economy. The secu- 
rity and well-being of the people of the United States depend to a large extent 
on our being surrounded in this hemisphere by friendly, strong, and prosperous 
neighbors. It is, therefore, in our interest to offer constructive, cooperative efforts 
through the mutual security program to our sister republics. Humanitarian and 
philanthropic motives are not the only justification for this program, although 
they do play an important part. 

It is perhaps well to recall that Latin America is one of our most important 
trade areas. In recent years our trade with Latin America has been greater 
than that with any other area in the world except Western Europe. The value 
of United States merchandise trade with the 20 American Republics was at a 
record high in 1956. Exports amounted to $3.7 billion and imports were valued 
at $3.6 billion. In 1957 the 2-way flow of trade between the United States and 
Latin America continued at the same high level with United States exports 
actually exceeding the 1956 rate while imports remained at about the same level. 

The goods we purchase in Latin America are essential to our well-being and to 
the maintenance, operation, and growth of our industrial plant, while the money 
which Latin America spends here purchases a wide variety of manufactured and 
agricultural products required for the industrial development of that area. 
Among the products which enter into this trade are some 30 items on the stock- 
pile list of strategic materials. Moreover, Latin America is our main source of 
such important consumer items as coffee, sugar, cocoa, and bananas. In return, 
it has been taking from us over 25 percent of our exports in such important 
categories as autos and parts, chemicals, machinery, and textiles. In 1956, 51 
percent of all United States exports of trucks, buses, and chassis went to Latin 
America. 

This economic interdependence is equally manifest in the field of private in- 
vestment. More than one-third of our direct private investment is in Latin 
America. The book value of United States investments in Latin America has 
grown from $3 billion in 1946 to about $8 billion in 1957. In 1955 this private 
investment provided jobs for over 625,000 persons, paying salaries amounting to 
a billion dollars. It paid local taxes and royalties to the host countries also 
estimated at a billion dollars. Of the $4.5 billion goods and services produced 
in 1955 by the companies making these investments, $2 billion were sold abroad 
for dollars, while $2.5 billion were sold in local markets, most of them replacing 
goods which otherwise might have had to be imported. Another somewhat 
intangible but very important result of these investments has been the great 
amount of technical knowledge and managerial skills which they have provided 
for Latin Americans. At the same time, these investments yielded a satisfactory 
return to their American owners. 

A third field in which we are intimately concerned with Latin America is in 
providing public funds, through the Export-Import Bank, for sound development 
projects, both public and private. During the last 10 years over 40 percent of 
the bank’s total loan authorizations have been made in the 20 Latin American 
republics. In the 3-year period ending last June 30 the Export-Import Bank 
authorized credits of some $840 million in this area. 

With this intensely active and dynamically expanding economic relationship 
which our country enjoys with Latin America, it is not surprising that our 
Government maintains a highly sympathetic and intimate concern for their 
further economic development. 

Latin America is still in the midst of an economic and social revolution. 
Despite its large population and the availability of extensive natural resources, 
most Latin American nations are unable to finance this progress from their own 
financial resources. While relying mainly on private enterprise, the United 
States recognizes that there is at present a gap in their requirements which 
needs to be filled if the obstacles to economic progress, which apply in varying 
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degrees to most countries of the area, are to be overcome. There are deficits 
in the production of food and fuel; there are shortages of power and transporta- 
tion facilities; health and education facilities are often inadequate; there is a 
shortage of administrative and managerial personnel and excessive economic 
nationalism and rigid social systems are all too prevalent in some places. There 
is need for sound long-term official loans in many sectors and we have told the 
peoples of Latin America that we shall do our best through the Export-Import 
Bank to satisfy their needs for sound development where capital is not available 
on reasonable terms from private sources or from the IBRD. The new develop- 
ment loan fund is open to Latin America and a number of proposals are now 
under study. In addition, we are making local currency loans from the proceeds 
of the sale of United States surplus agricultural commodities. 

While capital requirements within their absorptive capacity are, for the most 
part, being met by private investment and loans from private banks and existing 
public institutions such as the Export-Import Bank, the IBRD and the IFC 
and the other sources mentioned above, there has been a need for technical 
knowledge and some emergency aid to alleviate disasters and meet contingencies 
beyond the other country’s resources. The Latin Americans have recognized 
the value of our know-how and experience and have sought our cooperation in 
making these available to them. We have been pleased to be able to make such 
a contribution to the establishment in each Latin American country of a stronger, 
more self-reliant, and durable national economy. 

But there are additional problems which require special consideration and 
vigilance even though we do not believe it will be necessary to ask for any addi- 
tional funds at this time under this program. 

The heavy dependence of a large number of the countries of the area on 1 or 2 
crops or commodities, coupled with the recent price declines in world markets 
for several of these products, is creating a difficult economic situation in Latin 
America. The best grade of Brazilian coffee, which rose to an average price of 78 
cents per pound in 1954, reached a low of 51 cents a pound on September 4, 1957. 
With the coming into effect of the Mexico City Agreement on October 23, 1957, 
Latin American coffee prices recovered somewhat and are being maintained at 
around 55 cents a pound. The importance of the Mexico City Agreement on the 
future income to Latin America for this important foreign exchange earner 
remains to be seen. However, production is expected to exceed consumption over 
the next few years, which will tend to depress the market. The picture with re- 
gard to other commodities is less bright. Copper which averaged 42 cents a 
pound in 1956 had dropped to 24 cents a pound on March 24, 1958. This has 
been a cruel blow to Chile because it came on the heels of outstanding effort 
by that Government and people to stabilize their economy following many years 
of serious inflation. Mexico, Peru, and Bolivia have been adversely affected 
by the sharp drop in prices of lead and zinc, as well as copper. Lead which 
had risen to an average of 16 cents a pound in 1956 dropped to 13 cents a pound 
on the same date. Zine dropped from an average of 13.5 cents a pound to 10 
cents a pound in the same period. The only bright ray was cocoa which, after 
averaging 36.2 cents a pound in 1955, dropped to an average of 25.5 cents a 
pound in 1956 and has now risen to over 40 cents a pound. We are striving with 
our Latin American friends to find solutions to these commodity problems 
through the instruments, both public and private, mentioned above. 

Finally there is one other situation facing us which cannot be ignored. A\l- 
though the international Communist conspiracy does not present as immediate 
a threat to the Western Hemisphere as to some other parts of the world, the 
United States must face the fact that the Communists have both immediate and 
long-range objectives in Latin America as elsewhere. Ultimately, of course, 
they would like to seize power. There is evidence that the Soviet Union is 
intensifying its economic and political offensive in many parts of the world, in- 
cluding Latin America. The Soviet Union, in its propaganda, professes to be 
sincerely interested in trade expansion. 

Trade is but another avenue the Communists employ in their plans of sub- 
version. It is one against which nations must take precautions. Some Latin 
American countries with abnormally large supplies of raw materials which they 
are unable to place through normal export channels understandably desire to 
examine carefully trade with the Soviet bloc with an eye to reducing these sur- 
pluses or utilizing credits which have accumulated in their favor from previous 
trade relations. On the other hand, Latin American trade with the Soviet bloe 
has been declining, and in 1957 represented less than 2 percent of all Latin Amer- 
ican trade. It was concentrated, however, in four important countries of the 
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urea: Argentina, Brazil, Cuba, and Uruguay. Reportedly the Soviets have also 
been making offers of investments and technical assistance in a number of coun- 
tries. The precise facts, however, are difficult to determine. Whatever its ex- 
tent, this Soviet bloc economic offensive does represent a challenge to the 
United States and requires increased vigilance on our part. We must see 
to it that our genuinely effective cooperation will be available to Latin America 
when needed. Its extension is in our mutual and long-range best interest. 

The above represents the background against which the mutual security pro- 
gram in Latin America operates. Let me turn now briefly to each part of the 
program and explain why I support the amounts requested. 


1. MILITARY PROGRAM 


It is important to remember that we have as much of a stake in the defense 
of Latin America as the Latin Americans themselves. The area is an important 
source of supply for materials of strategic and critical importance. It is essen- 
tial also that the productive facilities, representing in part a heavy United States 
investment, and that the ocean routes over which ships carrying the commodities 
pass, be defended and protected. The objective of the military portion of our 
mutual defense program is to cooperate with our Latin American neighbors 
and orient our mutual military preparations toward the common defense of this 
hemisphere. 

Our cooperation consists principally in making available suitable military 
equipment and training to specific units designated for hemispheric defense tasks 
in the 12 countries with which we have Mutual Defense Assistance Agree- 
ments. For fiscal year 1959 we propose that the Congress appropriate $54 mil- 
lion for this purpose. This may be compared with approximately $1 billion 
which the Latin American countries themselves spent last year for their military 
defense establishments. 


2. BILATERAL TECHNICAL COOPERATION PROGRAM 


The bilateral technical cooperation programs are essentially designed to dem- 
onstrate improved techniques and, through training therein, to assist Latin 
American countries to acquire the skilled local personnel essential to their eco- 
nomie development. They have been based on a common understanding reached 
by the two governments concerned that the technical cooperation provided was 
needed and justified on grounds of mutual self-interest. 

Our bilateral technical cooperation programs are related to host country ef- 
forts in the fields of agriculture, education, health and sanitation, industry and 
mining, transportation and communications, labor, public administration, hous- 
ing and community development. They are designed to provide for the training 
of technicians and for demonstration projects directed at the practical solution 
of basic problems obstructing economic progress. 


8. UNITED STATES CONTRIBUTION TO THE TECHNICAL COOPERATION PROGRAM 
OF THE OAS 


As you know, over the years we have developed a mutually beneficial multi- 
lateral relationship with our neighbors to the south through the Organization of 
American States. This inter-American relationship has served as a model for 
the United Nations and other regional groups and points up the willingness in 
this hemisphere to share in and solve problems peacefully. Perhaps at no time 
in our history has it been more important for the United States to encourage the 
nations of the Western Hemisphere to continue their effective participation in 
the Organization of American States. 

This body conducts a small multilateral technical cooperation program which 
the United States supports on a voluntary basis in conjunction with all of the 
other American republics. This technical cooperation program is unlike the 
United States bilateral and U. N. programs, which provide technical assistance 
to individual countries, in that it consists entirely of regional training activities 
at regional training centers. The OAS technical assistance funds are used to 
support special training staffs and to provide fellowships for trainees from all 
of the countries of Latin America to attend the centers, which have been estab- 
lished in conjunction with existing educational facilities, or to attend special 
seminars, workshops, et cetera. 

I wish to endorse the request for $1.5 million as our contribution to the 1959 
technical cooperation program of the Organization of American States. For each 
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of the first 4 years of the program (1951-54) the United States pledged $1 million 
with the proviso that the United States contribution not exceed 70 percent of 
total contributions. Because of increasing interest in the program, the United 
States has, since 1955, pledged $1.5 million annually subject to the same proviso. 
Although the other 20 American republics have not yet pledged and contributed 
funds sufficient to draw down the full $1.5 million pledged by the United States, 
their contributions have been increasing slowly. The unused portion of any 
United States pledge is returned to the United States Treasury after due time 
is allowed for the other countries to fulfill their pledges. We propose again to 
limit our pledge to 70 percent of the total contributed by participating govern- 
ments. This percentage was chosen in recognition of the limited number of con- 
tributors to the program and of our predominant economic position. Our na- 
tional income is approximately 88 percent of the total national income of all the 
21 American Republics. 
4. SPECIAL ASSISTANCE 


Special assistance programs in fiscal year 1959 are requested only for Bolivia 
and Haiti and for certain regional projects. In the case of Guatemala, the $10 
million earmarked for that country by the Congress last year has not yet been 
programed because we wished to wait and discuss its best possible use with the 
newly elected government. Its obligation, together with use of the programed 
but unexpended funds from previous years and access to the Development Loan 
Fund should provide such economic help as may be needed for that country in 
fiscal year 1959. 

In line with the general United States policy considerations mentioned earlier, 
we believe it necessary to ask for special assistance funds only to meet the 
emergencies in the two mentioned countries. While recognizing that unforeseen 
political or economic emergencies or natural disasters may occur in Latin Amer- 
ica, we believe that most of these can be met by the countries themselves without 
grant aid from us. In the case of the two countries for which we are requesting 
special assistance, grant aid is predicated on the following: 


Bolivia 

In 1952, in the aftermath of a revolution, Bolivia undertook a series of far- 
reaching measures, the immediate effects of which were sudden and drastic 
changes in the country’s traditional economic and social patterns. The resulting 
economic dislocation brought the country by 1956 near to bankruptcy, and its 
currency to the brink of runaway inflation. 

In order to help forestall such chaos, and to afford Bolivia an opportunity to 
take steps leading to the development of her natural resources and the achieve- 
ment of a diversified and stable economy, the United States provided Bolivia 
with grant aid to insure that minimal food requirements and other essential 
imports could be obtained. The United States also provided technical coopera- 
tion and economic development aid to hasten the day when the Bolivian econ- 
omy would no longer require such outside support. Because private foreign in- 
vestment can make an important contribution toward that end, we are attempting 
to encourage Bolivia to provide the conditions which will attract private capital 
to participate in the development of the country’s resources. 

In the United States program of economic aid to Bolivia three stages were 
necessary: The emergency stop-gap period, support for the stabilization effort, 
and a period of promoting economic development. Prior to fiscal year 1957 our 
efforts fell almost entirely within the first stage. In fiscal year 1957 our program 
combined both the first and second stages. The fiscal year 1958 and fiscal year 
1959 programs are directed toward the second and third stages. 

An analysis of the Bolivian economy, a year after the promulgation of stabiliza- 
tion decrees, provides evidence that tangible progress has been made in terms of 
unifying exchange rates and freeing the economy, monetary stabilization, attract- 
ing foreign investment, and in general preparing the ground, as well us the 
atmosphere, for accelerated economic growth. However, the road to economic 
health and stability is still long and rocky. 


Haiti 

Haiti has been faced with a series of difficulties with which it has not been 
able to cope with its own resources. United States relief was supplied after the 
devastating hurricane in the autumn of 1954. In late 1956 and early 1957 drought 
in the north and floods in the south caused a new setback. The coffee crop for 
the year beginning November 1956 (which normally represents 70 percent of 
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Haitian exports) was disastrously low and a prolonged political crisis which 
began in December 1956 with the fall of the Magloire Government continued until 
October 1957 when the duly elected government of Dr. Duvalier took office. All 
of this brought on or aggravated a steady economic and financial deterioration 
which the United States sought to help the Haitians arrest and reverse in order 
to restore a modicum of stability. 

The United States has worked with the Haitians in planning, financing and 
executing joint projects to increase agricultural production, especially needed 
food crops, principally through construction of irrigation facilities and access 
roads. Although the balance-of-payments gap facing Haiti was, to a large extent, 
filled by the various types of United States relief and assistance together with 
drawing on a previously approved loan from the Export-Import Bank, the tapping 
of unofficial financial resources abroad, and deferment of payments on foreign 
debts, nevertheless the dollar reserves of the National Bank of Haiti declined. 
Latest reports, however, indicate that international reserves are increasing 
slowly, but the economic situation still remains precarious. 

It is expected that Haiti will continue to need United States aid in fiscal year 
1958 and fiscal year 1959 for the successful carrying out of development projects 
considered necessary if Haiti is to maintain political stability and achieve a 
degree of economic progress. 


STATEMENT OF ROLLIN S. Arwoop, ReEGioNaL Drrecror, Orrice OF LATIN AMERICAN 
OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRATION 


I appreciate the opportunity to present this statement to the committee in 
support of the bilateral nonmilitary portions of the mutual security program for 
Latin America for fiscal year 1959. It covers a request for $35 million for bi- 
lateral technical cooperation in Latin America and for $23 million for special 
assistance funds to meet emergency situations, primarily in Bolivia and Haiti. 

In previous years my statements to the Congress have been presented in a 
number of ways, many of which are familiar to the distinguished members of 
the committee. In reviewing these past statements it has appeared to me that 
perhaps we have failed to emphasize the most essential elements of the technical 
cooperation program, i. e., success throughout Latin America as a training and 
demonstration program. It is a program in which the skills and experience of 
more highly developed countries are made available to the newly developing 
countries of Latin America. Since 1942 the program has demonstrated and 
trained in almost every field of human endeavor. We have made some mistakes— 
I hope never the same one twice—but an impressive amount of training and 
demonstration has taken place. That is what the technical cooperation legisla- 
tion calls for. 

The vital interests of the United States in Latin America which justify tech- 
nical cooperation and economic assistance to these rapidly developing countries 
have been presented in the statements of other witnesses. Assistant Secretary 
Rubottom outlined the vital long-term interest of the United States in strong self- 
reliant independent neighbors in this hemisphere. He has also described the 
serious current economic and political problems facing our neighbors to the south. 
He mentioned, and I want to reiterate, that the Russian challenge cannot be 
ignored and must be evaluated with continuing diligence. Economic and tech- 
nical aid from Russia is flexible and can be pinpointed. It is not prevented from 
operating in fields which conflict with domestic interests inside Russia. It has 
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strings attached but they are not pulled tight until the propaganda value of the 
economic aid offer has been achieved. Russia can buy or barter for commodities 
which are in surplus in Latin America such as coffee, copper, lead and zinc 
and can then turn around and dump such products in the free world markets. 

Our program in Latin America was not started to thwart any Russian offensive. 
We are not at the present time trying to match any Russian offers. The pro- 
gram in Latin America was started as a joint effort of free peoples to help 
each other achieve the objective of stronger, more self-reliant, happier and 
healthier people; at the same time strengthening the principles of freedom, 
independence, dignity of the individual, private initiative and enterprise, and 
a democratie form of government. The joint character of the program and the 
joint ideals that activate it constitute the strongest resistance to the Russian 
trade and economie aid offers now flooding Latin America. 


WHAT HAS BEEN ACCOMPLISHED AND HOW THE PROGRAM IS OPERATED 


“> 


The present request for $35 million for bilateral technical cooperation com- 
pares with a similar request to the Congress made last year. It is based upon 
programs and projects carefully drawn up in the field and reviewed in Washing- 
ton against the criteria that (@) the cooperating government requested this co- 
operation, (b) assumes a fair share of the cost, (c) is capable of making effective 
use of it, (d@) our help can be extended within the budgetary limitation of both 
the host governments and our mutual security program and (e) it is in the 
interests of both the United States and the cooperating governments. 

The request this year is no higher than the request last year, even though it 
has been obtained by screening a large number of requests from the field which 
totaled considerably more. Because we are at present operating at an imple- 
mentation level of only $31.3 million, the additional amount requested should 
permit us a small but effective increase, fully capable of realization and one which 
will serve the best interests and objectives of the United States foreign policy 
in Latin America. This level for technical cooperation in fiscal year 1959 is, I 
believe, fully justified in the light of the criteria mentioned above. 

Our program in Latin America is a strong program. It is sincerely appre- 
ciated by the governments and by the people. It would be extremely difficult 
to convince the governments of Latin America to risk their bilateral programs 
with the United States in return for promises from Russia. However, if con- 
crete results consequent to the joint program are not convincing or do not produce 
the balanced economic and social development demanded by the people, the situa- 
tion in this hemisphere might change radically. 

The technical cooperation program in Latin America has gradually increased 
over the years and has embraced new fields of economic and social development. 
In the early years it was concentrated in the fields of agriculture, health, and 
education. Today it is operating in additional fields such as transportation, 
marketing, industry, administrative and management training, labor, housing, 
community development, and economic planning. Over the years it has increased 
from a program that represented expenditures in the nature of $10 or $12 mil- 
lion with the United States supplying 90 percent of the funds to a program today 
which calls for the expenditure of slightly less than $90 million with the United 
States supplying $31.3 million in fiscal year 1958, as is demonstrated in chart I 
This chart also shows that for fiscal year 1959 the other countries have already 
agreed to increase their financial participation in the program. 
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by each type of employee in the program. 


United States technicians. 


fiscal year 1958. 
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HOW A TYPICAL PROGRAM IS DEVELOPED 


I should like to describe briefly how a typical program is developed and how 
it operates. The following applies after a country has indicated that it desires 
United States cooperation in helping to carry out a program to solve its eco- 
nomic and social problems. The ICA staff in the country concerned must, first 
of all, evaluate on a continuing basis all aspects of the economic and social 
development of that country. Special attention is given to the trends which 
can be recognized in the economic development and the extent to which the 
economic development is balanced or out of balance. This is done day by day 
and week by week and involves daily and weekly staff meetings which include 
ICA personnel, economic and political officers of the Embassy and specialized 
attachés such as treasury, agriculture, minerals, labor, ete. It also involves 
close working relations with representatives of international agencies such as 
the International Bank, the International Monetary Fund and the specialized 
agencies of the United Nations. It also includes discussions with business and 
labor leaders and officials of host government departments and agencies. A 
running account is kept of the strengths and weaknesses in the economic bal- 
ance sheet of the country. Emerging problems, both long-term and short-term, 
are discussed frankly and fully with responsible officials of the host governments. 
As the plan and programs of the host government are developed to cope with 
their national problems, the character and scope of the external assistance 
required to solve these problems are fully considered. The part which will pre- 
sumably be played by private enterprise and the external financing by private 
and public banks or institutions are all carefully evaluated. Following this 
a mutual decision is reached as to the most effective type of United States 
Government cooperation required. The national interests and policy objectives 
of both countries must be accommodated before a joint program is approved. It 
is perfectly obvious that this type of economic and technical cooperation requires 
a maximum degree of flexibility and the ability to make long-term commitments. 


HOW A JOINT PROGRAM IS IMPLEMENTED 


On the basis of the discussions, review and evaluation of the host country’s 
projected proposals and additional screening by ICA offices in Washington, a 
decision is made to implement projects. New projects are worked into the 
existing pattern of operations to provide the maximum economic benefits based 
on mutually agreed-upon objectives. 

The present program in Peru has been selected as an example to illustrate 
how a group of projects is brought together to implement a country program. 
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At the extreme left side of chart III you will note a pie graph which indi- 
cates the size of the joint program and the extent to which both countries will 
participate in the financing. In this program the United States is contributing 
$2.7 million while the Government of Peru is contributing $7.8 million, 25.7 
and 74.3 percent, respectively. In the column to the right are shown the areas 
in which the joint program will operate and the breakdown to show joint 
financing of each country. The next column indicates the major projects which 
are to be carried on within each field of activity. Special project agreements 
are signed in connection with each of these operations which indicate the con- 
tributions to be made by both governments, the length of time that the project 
is expected to be carried on, and the manner in which the activity will be car- 
ried on when United States assistance is no longer necessary. The two columns 
to the right indicate in considerable detail the specific activities which are being 
carried on or have been completed under certain selected projects. 

A few further comments concerning the program in Peru would seem to be 
appropriate since they deal with that country’s reaction to the important seg- 
ments of that program. 

As explained to this committee, we undertake an annual review with host 
country representatives, at which time a thorough evaluation of the present 
program takes place in addition to the formulation of plans for the coming year. 
When the time came to assess the value of the servicios, various aspects were 
discussed at some length, and I believe the comments of the various Ministers 
concerned will be of interest to you. 

It was pointed out to the Peruvians that the United States regards its con- 
tributions to the servicio as temporary and will be continued only for the period 
during which it is needed to assure the efficient projection and administration 
of technical cooperation. The ministries (labor, health, education, and agri- 
culture) were unanimous in stating that the servicios’ functions are considered 
by them as executive technical agencies and that they fulfill a permanent need 
through their activities. They agreed that the servicios would be continued 
as an operating mechanism even though the United States were to discontinue 
its participation. 

All the ministries were in agreement in stating that continued United States 
participation was highly desirable until such time as the Peruvian technical 
competence reached a level which would make a complete take-over possible. 
That the servicios are, in fact, contributing to the improvement of technical 
competence is shown by the fact that not only are many of the graduates now 
holding responsible positions in the various ministries but also termination dates 
are already envisaged for some of the servicios, e. g., labor employment. 

With further reference to the training function of the servicios, all ministries 
were agreed that they performed a valuable service both in in-training and in 
demonstration. 

To those who might be apprehensive lest the servicios be considered as being 
outside their respective ministries, it is noteworthy to find that all ministries 
considered them to be a vital and significant part of their organizaton. 

Finally, all ministries were emphatic in stating that without the servicio 
concept, the technical cooperation program in Peru would not have been ad- 
vanced as far as it is today. 

I submit, gentlemen, that a host country evaluation of this kind is highly 
significant. 

The Peruvian servicios and their component projects described briefly in chart 
III give only short statements on the activities being carried out in this part 
of the ICA program there. The importance of these projects to Peru can best 
be indicated by a more detailed description of how these activities influence 
broad groups within the country. The following descriptions of specific projects 
in Peru and other Latin American countries will show how these projects influ- 
ence the lives and thinking of significant numbers of people in all walks of life. 


NATIONAL EMPLOYMENT SERVICE OF PERU 


In most underdeveloped countries, ministries are considered as agencies ex- 
isting only for the enforcement of national laws and regulations rather than 
as institutions serving the people. This is especially true of ministries of labor 
which have traditionally carried out limited enforcement functions of labor laws 
and umpiring of labor disputes. In this role the labor ministries have endeared 
themselves to neither industry nor labor and as a consequence have suffered 
from limited public support. 
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In the last 2 years in Peru this narrow approach to Labor Ministry functions 
has given way to the broader servicing concept upon which the executive depart- 
ments of the United States Government are based. We believe that this change 
in attitude can be attributed in large measure to the operations of the joint 
Peruvian-United States Public Employment Service. This Service, formed in 
1953, put the Ministry of Labor in the business of matching people to jobs and 
jobs to people, thus providing it its first service function. The Employment Serv- 
ice has come to occupy a place of respect and appreciation in both industry and 
labor. It has increased its budget from the equivalent of $35,000 in 1953 to 
$95,000 in 1958. It is placing 2,000 job applicants per year, as compared with 
172 when it started. It will soon expand its operations beyond the Lima metro- 
politan area. More significantly, however, in performing its own functions, it 
has revealed a large area of servicing activities to the Ministry which no one in 
the Government was previously performing. It has initiated the gathering and 
evaluating of manpower data, it has been put in charge of coordinating labor 
statistics, and it sparked studies which will lead to the development of a national 
cost of living index. With these new activities, the Ministry of Labor is changing 
its character. It is performing valuable services not only for labor, industry, and 
the public at large, but also for other Government agencies as well. Consequently, 
it has grown in stature in the eyes of those it is serving. 


TEACHER EDUCATION IN PERU 


Tangible results in this type of project are sometimes harder to demonstrate 
because they are concerned with the continuing application of fundamental 
concepts which do not necessarily manifest themselves in concrete accomplish- 
ments which can be examined and described. However, we have a number of 
examples which illustrate that this and similar projects can and do bear fruit. 

In Peru, about 25 miles from Lima, you will find the Chosica Normal School, a 
completely modern educational plant, which did not exist 8 years ago. This school 
was built by the Government after one of its Ministers of Education took an ex- 
tended tour around the United States under the auspices of the Institute of 
Inter-American Affairs. The education servicio has participated with the Min- 
istry of Education since the time the plans for this school were on the drawing 
board. United States experts helped Peruvian educators develop not only build- 
ing plans, location, and equipment needs, but participated in drawing up courses 
of study and curriculums, planning the number of students and teachers the 
school would have, setting standards for teachers, establishing salary scales, 
and all the thousand and one other details required in establishing a new school. 

The school has been operating since 1955. It is the only institution of higher 
learning in Peru, and one of the few in Latin America, that has full-time teachers. 
Its curriculum and courses of study are based on United States models adapted 
to Peruvian needs. It is turning out teachers for the whole country. It is also 
serving as a training institution for teachers from other Latin American 
countries. 

Smaller in scope has been the vocational school started in 1951 by the United 
States in the Dominican Republic. With the exception of one remaining technician 
who will depart next September, this school is now completely operated and 
financed by the Dominican Republic and is producing upward of 50 graduates per 
year with such industrial skills as electricians, plumbers, etc. The United States 
has contributed approximately $150,000, whereas the Dominican Republie’s con- 
tribution has been more than twice this amount. 


HEALTH UNITS IN PERU 


Health units in Peru, which consist of hospitals, health centers, medical posts, 
and health posts varying in size and composition, depending upon the area of 
operation, have been established by the health servicio and have later been trans- 
ferred from the servicio to the Ministry for operation. The department of Loreto 
health unit is a good illustration. 

This project was one of the first technical cooperation projects in the hemi- 
sphere. It was established during World War II to provide basic health facili- 
ties for American personnel, both military and civilian, and local rubber workers 
who were in the jungle area near Iquitos. The project was continued and 
expanded after the war to provide health services to the scattered jungle 
towns in the Department. The services developed through this project have 
served as the basis for an integrated health program now completely operated 
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by the Peruvian Government. Approximately 15 oil companies are carrying on 
exploration work in the Department at the present time relying on the health 
services provided by the health centers, hospitals, and medical posts first estab- 
lished by the health servicio. The whole area is experiencing a tremendous 
increase in economic activity due in large measure to the improved health 
conditions ; and people are no longer afraid to bring their families and establish 
homes in the jungle. 


IRRIGATION, ENGINEERING, AND LAND DEVELOPMENT IN THE CENTRAL PERUVIAN 
HIGHLANDS 


In the next month or so, the rural development servicio will finish a road on 
the west bank of the Montaro River. This project will link approximately 15 
villages with 2 larger towns in the valley and provide this rich agricultural area 
with marketing outlets for the first time. This project is part of a larger demon- 
stration of coordinated rural development which includes agricultural credit, 
extension, vocational education, water supply, and basic hygiene. All the 
cooperative servicios and the respective ministeries are participating in this 
demonstration. The completion of the road is significant not only because of the 
increased production it will stimulate, but because the area development plan 
as a whole is having an even more profound effect on the people of the area 
and the ministries who are participating in it. 

Approximately 400,000 people are being reached in one form or another by the 
activities being carried out in the area. An agricultural school is being ex- 
panded. Forty-seven 4-H Clubs have been established with a total of 682 
members working on 915 projects; agricultural loans were made to over 1,500 
people during 1957; film showings have been attended by almost 36,000 people, 
classes are being given on community betterment, hygiene, agriculture, animal 
care, cooking, food conservation, sewing, and carpentry. 

The Government of Peru is beginning to apply some of the experience gained 
in the Montaro Valley to other areas of the country. The southern Peru re- 
gional development plan in which the United States is participating is profiting 
from the lessons learned in coordinated planning and operations. 


RURAL DEVELOPMENT IN GUATEMALA 


Turning to one of the more troublesome areas in Central America, I am sure 
you remember the state of affairs in Guatemala when the Communist regime 
was overthrown in 1954. At that time the incoming, pro-United States Govern- 
ment faced a host of difficult problems, one of which was what to do with the 
poverty-stricken landless peasants, who had been easily persuaded to back the 
previous Communist regime. Working with the new Guatemalan Government, 
the ICA developed in 1955 a rural development program with its purpose of 
colonizing, on vacant, government-owned lands, subsistence farmers from 
crowded and congested urban areas. As of January of this year approximately 
3,000 farm families have been resettled under this program on larger farms, 
provided agricultural credit, and assisted generally in employing new farming 
techniques. In addition, more than 10,000 other landless families have been 
awarded smaller tracts of land by the Guatemalan Government sufficient to pro- 
vide subsistence income. One of the immediate results of this resettlement 
program was the reduction in the chronic shortage of corn in Guatemala. Obvi- 
ously, too, the improvement in the living conditions of some 12,000 families has 
materially improved the political stability of the country. Self-respecting farm- 
ers who own their land, produce and sell their own crops, make payments on 
their loans, buy their own trucks and farm equipment, have replaced the share- 
cropper or peon laborer who owned nothing and had no hope of being 
independent. 

AREA DEVELOPMENT IN CHILE 


In Chile concrete results in an area development plan have already been 
achieved in terms of an increase in production and therefore income by the local 
farmers. 

During 1952 and 1953, 7 D-4 and D-7 caterpillar tractors were purchased 
for the Plan Chillan. During the last 3 years these machines have been used 
in six provinces demonstrating soil and water conservation practices. The 
operation, maintenance, amortization, fuel, grease, oil, and operators’ wage 
costs were charged on an hourly basis to the farm owner benefiting. The tech- 
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nical uid was provided gratis by the Agriculture Servicio with both United 
States and Chilean technicians. This work has resulted in the training of 
20 Chilean agricultural engineers in the field work and planning of soil and 
water conservation. These men now are part of the newly created (1954) 
Department of Conservation and Agricultural Resources within the Chilean 
Ministry of Agriculture. As a direct result of these demonstrations, and 
acceptance by the landowners, 200 American crawler-type tractors for a value 
of at least $5 million have been purchased by the Chilean Development Corp. 
with Export-Import Bank financing. In order to get as much work done as 
possible on the farms, the following arrangement has been worked out with 
three organizations collaborating: Chilean engineers and agronomists do the 
required surveying and planning, the Development Corporation provides the 
machinery to do the earth moving, the Banco del Estado (National Bank) 
provides the credit to the farmers with which to pay for the work to be done. 
Looking only at farm ponds and catch basins, one finds that 49 of these have 
been constructed. These have provided water for 8,000 hectares (20,000 acres) 
of hitherto unirrigated land. The value to Chile of increased production 
from this land has been estimated at $5 million by United States agriculture 
economists. 
HOUSING: A NONSERVICIO PROJECT IN PERU 


Most of our servicio activities are operating projects through which we carry 
out demonstrations of varying size and duration. We are also engaged in advis- 
ory projects by which we furnish one or more technicians for specified periods of 
time to advise a ministry agency or commission on specific problems. Most non- 
servicio projects are of this type. 

One such project which I would like to mention is our consultation 
with the National Housing Commission of Peru. Shortly after the new President 
of Peru was inaugurated in July 1956, he appointed a housing commission to 
study the Peruvian housing problems and recommend basic legislation which 
would alleviate the housing shortage. The Chairman of the Commission, a good 
friend of the United States an an ardent disciple of private enterprise, came 
to us and asked for 3 or 4 of the outstanding housing specialists in the 
United States to visit Lima and to work with his commission for 2 months in 
helping them draft a report and basic legislation. We sent our Latin American 
housing specialists, a president of one of the largest savings and loan associations 
in the United States, the Deputy Commissioner of the Federal Housing Adminis- 
tration, the technical director of an independent home builders association and 
the director of a large municipal urban renewal project. These men spent the 
month of December 1956, in Peru working round the clock with the Peruvian 
commission. When they left, basic legislation for the establishment of savings 
and loan associations in Peru had been drafted. Within a month after their 
return to the United States this draft bill became law. In April 1957, two of the 
members of this team returned to Peru to work for 6 weeks with the Peruvian 
commission on the next phase of the commission report and additional basic legis- 
lation. At the present time, this legislation is pending passage in the Peruvian 
Congress. 

The results of the consultation of 5 specialists for 1 month in 1956, and 2 spe- 
cialists for 6 weeks in 1957 has significance out of all proportion to the effort 
or the funds expended on this project. We have been instrumental in putting 
one of the largest and fastest growing countries in Latin America on the road 
to an expanded private housing industry which has the opportunity to make 
Peru, like the United States, a nation of homeowners. It can also serve as an 
example to a number of Latin American countries which are trying to solve 
their housing problems exclusively by investing limited Government resources 
in public housing. 

This project cost the United States Government less than $40,000. The Peru- 
vian Government has expressed its appreciation for our participation by giving 
an official citation to the specialists who rendered their services on the project. 


SPECIAL SERVICES TO PERUVIAN FARMERS 


In almost every instance where new techniques are being demonstrated, new 
implements, new services, and new products are introduced as part of the 
demonstration. Since these implements, services, and products are new to the 
country where they are introduced, there exists no established channels, private 
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or public, which can assure the continued supply of them during the critical 
period when they are being tried tentatively by the local populace. 

These considerations led to the establishment in Peru in 1945 of a special 
services to farmers project which procured, mostly by importation from the 
United States, farm machinery and accessories, fungicides, insecticides, seeds, 
and fertilizers for resale to farmers. The project was terminated in 1952, 
because by then sufficient commercial suppliers were satisfying the demands of 
the farmers for those commodities originally introduced and supplied through 
this project. 

In a number of Latin American countries the results of this and similar 
projects have been truly heartening. 

In 1946, the use of agricultural chemicals in Peru was confined to the appli- 
cation of calcium arsenate to the cotton crop. SCIPA undertook a campaign 
demonstrating the use of insecticides, fungicides, and weed killers, and showing 
the farmer the economic advantage of using such materials. The result has 
been remarkable. Agricultural chemicals are now used on all crops. Production 
has been increased considerably. Farmers’ incomes have been increased. Four 
companies, one of them a cooperative and two United States owned, are manu- 
facturing agricultural chemicals in Peru. The success and experience of one 
United States firm with a plant in Peru led directly to the construction of a 
similar plant in Colombia, the first in that country; one of the Peruvian plant 
engineers now operates the Colombian plant. 


CONTROL OF SIGATOKA?: A SPECIAL AGRICULTURAL SERVICE IN ECUADOR 


In Ecuador the joint United States-Ecuador Agriculture Servicio carried out 
a project in cooperation with the local banana growers association which started 
in January 1956 and was terminated in August 1957. 

The objective of the program was to develop economical means for the control 
of a banana disease which would be adaptable and flexible enough to use under 
the wide range of operating conditions found in Ecuador. The program included 
development and testing of low volume spray application equipment, testing 
of chemical materials and application methods, including the use of portable 
equipment, power-drawn equipment, and the helicopter. 

Excellent control of the disease was obtained using motorized knapsack mist 
blowers, power-drawn mist blowers, and the helicopter. The helicopter and the 
knapsack machine have found greatest favor among the banana producers. 

There are 3 spray companies with 6 Bell and 8 Hiller helicopters now in 
Ecuador. Eight of these helicopters are now working under annual contracts. 
The total acreage under contract, type of spray equipment, and value of contracts, 
is as follows: 





‘ 
Type of equipment Acreage under | Dollar contract 
| annual contract value 


| i 

25 | $879, 715 
Airplane (6) - i ba fed | 8, 125 | 

| 50 


Helicopter (9). 43, 225 | 
: } 165, 360 
Portable knapsack machine... ‘ cl 27, 750 | 564, 768 
Total_. : 79, 100 | 1, 609, 843 


Figures from National Banana Growers Association. 


In 1945, only 1,280 acres were under research applications, and an equal area 
under commercial application. Pure spray oil alone has been the most eco- 
nomical and yet effective of all the spray materials. The introduction of spray 
oil alone has been revolutionary in the banana industry. 

The knapsack machine developed by SCIA is now in commercial production 
in large numbers. Five other equipment manufacturers are now producing 
variations of the SCIA machine. 

Manufacturers producing the SCIA modified portable mist blower sold 547 
machines during the year. This represents an annual business of US$104,000. 

As a result of the success of the research control project, a number of heli- 
copters and knapsack mist blowers are now in operation in other banana-pro- 
ducing areas of the world. Ecuador now leads the world in volume of spray 
oil applied and number of helicopters in operation against Sigatoka disease of 
bananas. 
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United States direct cost, at mission level, to develop this $1°4 million annual 
commercial operation, train technicians, and phaseout of this program, was as 
follows: 





tant FUROG cscs acetic aeebewueeubeceedu teu $75, 000 
pated states technicians -(3 yedre) wich ol a es 70, 650 
Training cost (KMcuadoran trainees outside of country) —--_---------_--_ 6, 000 

OU hs se PEL iN oe nce au ee ee en a ee aig ee ae ae 151, 650 


CREATION OF A NEW COMMERCIAL CROP IN CUBA 


Turning to a somewhat more unusual type of technical assistance and one 
which could be of singular importance to the United States in time of war, 
has been the development, in Cooperation with the Cuban Government, of Kenaf. 

Kenaf is a plant the fibers of which, if produced at a sufficiently low price, 
could compete successfully with several imported fibers, particularly jute. 
United States technicians working with Cuban Government technicians have 
now developed improved Kenaf strains. In addition, a United States tech- 
nician has produced a machine which will harvest and decorticate the fiber 
in one simple operation. The significance of a cheap substitute for jute near 
at home, particularly in periods of international strife, is obvious. Moreover, 
a new industry may develop in Cuba, which could add to the growing industrial 
base of that country’s economy. 

The joint program for 24 countries are described in the presentation material 
entitled “Mutual Security Program—Fiscal Year Estimates—Latin America.” 
The United States interests, program objectives, accomplishments, and the fiscal 
year 1959 program are briefly described in each case. I will be glad to augment 
the material supplied if the committee so requests. 


THE PRESENT SITUATION AND THE PROGRAM WE FEEL IS ESSENTIAL TO ACHIEVE OUR 
MUTUAL SECURITY OBJECTIVES 


Latin America as a region has been witnessing an extremely rapid economic 
and social revolution. There are, of course, sharp differences in the scope and 
rate country by country. The overriding fact, however, is that “economic de- 
velopment” is taking place at a rate far beyond the capacity of a majority of 
the people to understand. As it touches the lives of more and more people, 
as it is bound to do, the reactions are personal and perfectly human, They 
resent the things they don’t understand. 

Economie and industrial development must be accompanied by an understand- 
ing of the technical components, but of even greater importance, there must be 
developed an intelligent understanding and sympathetic appreciation of the 
human consequences of economic development. People must be able to adjust 
to the changing environment. They must be able to take part in the process that 
is going on around them. They must realize that they can achieve their most 
cherished objectives of a better life without losing freedom, independence, or 
dignity of the individual. They must come to appreciate through results, not 
promises, that personal initiative combined with technical skills and hard work 
will bring better homes, better farms and industries, better education, better 
health for them and for their children. They must discover that they can do 
it themselves if the determination and the right tools are available. 

For the people of a country to have a feeling of achievement with regard to 
economic and social development the country must have a balanced program. 
If not, only 1 group, 1 segment, or 1 region will benefit, often at the expense of 
another. I need only mention that each country is distinct and must be con- 
sidered as such. 

When evaluating or describing the economic and social development of. Latin 
America we have too often grouped the countries together and talked in terms 
of averages. In this program it is essential that we deal with 24 separate and 
distinct countries, and with the formation of the West Indies Federation, it 
will be 25. 

The following table shows accumulative disbursements through September 30, 
1957, plus unused balances of current loans as of the same date, of the Export- 
Import Bank, the International Bank for Reconstruction and Development, 
Public Law 480, and the special regional fund made available under the Smath- 
ers amendment to the Mutual Security Act of 1957. It shows a concentration 
of over 80 percent of the loans in 6 countries. 
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TABLE 1.—Cumulative disbursements from beginning of operations through Sept. 
30,1957, plus unused balances of current loans as of the same date 














[In millions of dollars] 
Subtotal Grand total 
EIB IBRD |__tCC—CSSSCéPPub lic: [Smathers 
Law 480 fund 
Amount | Percent Amount | Percent 
I lds aden atameaiee 974.5 169. 2 1, 143.7 1, 292.0 
ERS 366.8 | 141.4 508. 2 521.8 
drain 6 ink sins nimarimainas 204.7 51.8 256. 5 289. 1 83.5 
PEEING. Gok Us cA asetue MEE bawcdadces 262. 1 282. 1 oP 
é 144.1 111,2 255. 3 277.5 
131.2 40.9 172.1 186.7 | 
17.2 64.0 81.2 81.2 
Me Pati ceca 78.3 78.3 6.5 
SN isos pce dcadanew 39.0 13.5 52.5 60.8 | 
aa ee OT Rewumaeste 44.6 50.0 
tdi tis ch eranas aces 37.7 2.6 40.3 40.3 
St. cos cdel lee uF 23.0 30.7 30.7 
Panama. ----- 19.4 6.8 26.2 28.2 
Venezuela. -_-- BE Beko en ai 28.0 28.0 
Costa Rica. -- Se 21.7 3.0 24.7 26.7 | 8.3 
NOD. 5 oni Sen ecune 1.5 23.7 ePaper ou Bk 25.2 
Ne et cei beatin 14.0 5.0 19.0 2.2 1.0 22.2 
| See 2.6 18.2 20.8 ata io 20.8 
noi casa ac erecesncAk GS 3.8 4.2 me.) A Bscusree 3.0 | 11.0 
Dominican Republic. - ---- Oe Lich iizts eee SPR ate t adhe ome 3.3 
Miscellaneous. -.---..--.-- SD dekcritd ss 53.5 ee saShipe pie <tieal 53.5 17 
sili nko eetaninn 22,455.7 | 678.5 | 3,134.2 |_......- 263. 2 12.9 3, 410.3 |_-- 








! No purchases made and probable that this loan agreement will not be implemented. 
2 Includes disbursements made by others at EIB risk. 


The growing pains associated with rapid industrialization have served to 
intensify the zeal of most Latin American governments to expand their own 
activities to satisfy the extremely vocal popular demand. The cries of the 
people have been for more housing, more schools, potable water supply, and 
more roads. All too often, however, local budgets have been augmented to build 
public “monuments,” to keep up with the Joneses in terms of tanks and jet 
planes, and to provide liberal financing for facilities which would better have 
been left to private enterprise. Thus, there has been and will continue to be 
for some years a serious shortage of local capital available on a long- and 
medium-term basis to finance those aspects of the economic and social develop- 
ment which have been seriously neglected. These aspects include: (1) The 
local construction cost component of development projects, (2) the local con- 
struction costs of farm-to-market or feeder roads, (3) municipal water supply 
and sanitary installation, (4) the scientific and technical training in schools and 
colleges, and (5) the constructing and equipping of hospitals and health centers. 
Advancement in these fields is essential if balanced economic and social devel- 
opment is to take place. Failure to make the necessary advance will not only 
postpone the development of a climate favorable to sound private investment 
but will also help to create a feeling of frustration among large segments of 
the population whose hopes and aspirations are not being fulfilled by the more 
spectacular forms of economic development such as steel mills, oil wells, mines, 
and factories. 

Technical cooperation which helps to bring about balance in the economic 
development of a country will be of increasing importance as the industrializa- 
tion of Latin America surges forward. An increasing portion of the transfer of 
strictly technical skills especially in the fields of industry and mining is being 
supplied by private enterprise. Training in public administration, management 
and the accompanying experience in labor management relations is being given 
increasing attention in the bilateral program. We are also working directly 
with private industry in this most important field and an increasing portion of 
this aspect of technical cooperation is being assumed by industry itself. Con- 
tinued training and demonstration will be necessary for some time in the fields 
of health and sanitation, education, agriculture, transportation and marketing. 
We are giving increased attention to the increase of the training capabilities 
within each of the host countries. We are also making increased use of trained 
local personne] throughout the entire program. 
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On the basis of our experience, including the use of the Smathers’ amend- 
ment funds appropriated last year, I think we should consider, as a supplement 
to technical cooperation, long-term loans to finance development in the neglected 
fields of economic and social development. The effective results of the total 
program could be multiplied manyfold. I think it is safe to assume that over 
the next 10 years private investment will continue to increase and that in- 
creased funds will be available for the type of economic development financed 
by the Export-Import Bank, the International Bank for Reconstruction and 
Development, and the International Finance Corporation. 

These normal and historic means of assisting the economic and social develop- 
ment of the countries of Latin America must be augmented by new means. The 
Congress provided for this when the Development Loan Fund was set up. It 
is designed for projects where either the political or economic risks are too 
great for private enterprise (domestic or foreign) to assume, or where funds 
are not available from existing public lending institutions. Its use can be of 
paramount importance in helping the countries to achieve balanced economic and 
social development. I want to emphasize strongly that a far better balance than 
exists today must be achieved if a breakdown is to be prevented which could 
put victory within the Communist grasp. 


SPECIAL ASSISTANCE 


Assistant Secretary Rubottom has described the policy governing the use of 
special assistance funds in Latin America and the reasons for the requests for 
fiscal year 1959. He also described conditions in Latin America which forecast a 
critical period ahead. I am sure that both we and the responsible leaders in 
Latin America realize that the solution of the basic problems is not grant aid. 
Situations, however, have arisen when assistance is required and is not available 
or should not be met from military assistance, defense support, or other cate- 
gories. These are met from special assistance funds. We are requesting $23 
million to provide such assistance in Latin America during fiscal year 1959. It 
will be used primarily in Bolivia and Haiti, and to provide civilian-type engineer- 
ing equipment to existing military units of several Latin American countries. 


Bolivia 

During the last year the Bolivian Government has exhibited determination 
to go through with its basic economic reforms in spite of periodic attacks both 
from the oppositions inside and outside the country. It is also determined to 
carry out the reform program within the concepts of a free economy and without 
the use of force. To a really remarkable degree they have succeeded. They 
entered the second year of stabilization with a relatively stable currency, a 
reduced budget, prices below a year ago, a marked increase in food production, 
and beginning of a sizable investment by private enterprise in the field of 
petroleum production that may eventually offset the decline in income from tin 
production caused by both external and internal problems. A well-planned 
attempt to solve the unemployment problems consequent to closing submarginal 
mines, is being projected through road improvement and maintenance and agri- 
cultural resettlement. Credits are being made available for privately owned 
mines to increase production. World surplus conditions, however, may blast 
their hopes. Therefore, the degree to which new foreign private investment, 
mainly in petroleum, can produce returns quickly enough to counteract the 
prospective decline in income from tin and other metals will bear heavily on 
Bolivia’s immediate economic outlook. 

The program which is now in operation will have to be continued with certain 
changes during fiscal year 1959. 


Haiti 

The program of special assistance in Haiti, as well as the technical coopera- 
tion program, has been at a reduced operating level during the last year due to 
administrative disruptions in the Haitian Government and its inability to meet 
fully its financial obligations to the program. Certain selected projects, started 
several years ago were completed or carried to a stage where stoppage would 
not be too serious. No opportunity has existed for the development of an effec- 
tive joint program during the past year. The Haitian Government has not 
made a determination of the scope or character of its own economic and social 
program nor the aspects of the program where United States cooperation is 
desired. 
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It is considered to be in the United States interest to develop an effective 
program with Haiti both in the field of technical cooperation and special assist- 
ance just as soon as possible. A longer term program will also have to be 
considered at an appropriate time. 


Guatemala 


The fiseal year 1958 program in Guatemala must await a determination on 
the part of the new government as to what program or programs it intends to 
see carried out. Support for the program must be forthcoming and any re- 
visions will have to be mutually determined upon. It is our opinion that the 
fiscal year 1958 funds still unobligated and funds from the previous year whose 
expenditure has been delayed, should be sufficient to cover the need for United 
States contributions during fiscal year 1959. 





STATEMENT OF CoLt. THOMAS B. HANFORD, DIRECTOR, WESTERN HEMISPHERE 
REGIONAL OFFICE, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTER- 
NATIONAL SECURITY AFFAIRS 


Mr. Chairman and members of the committee, the American Republics, reec- 
ognizing that their security in the modern world can only be assured by a united 
effort, have taken various steps, through their regional organizations, to pledge 
themselves to the common defense of the hemisphere. The Inter-American 
Treaty of Reciprocal Assistance established the principle that an attack on one 
American State is an attack on all. The Fourth Meeting of Consultation of the 
Ministers of Foreign Affairs adopted a resolution on military cooperation which 
urges the American Republics to orient their military preparations toward the 
common defense of the hemisphere, rather than confining such preparations to 
the defense of their individual countries. 

Twelve Latin American nations have signed bilateral defense agreements with 
the United States to assist in carrying out military missions important to the 
defense of the Western Hemisphere. These agreements, of course, are consist- 
ent with and uphold the principles of cooperation cited above. Through the 
military assistance which we are providing these 12 countries, we are helping 
them to improve the capabilities of selected military units for effective hemis- 
phere defense. The program has the additional effect of promoting closer military 
cooperation between the United States and these countries and contributes to 
the mutually beneficial ties between them and ourselves, not only in military 
matters but in all our relations with Latin America. The 12 nations which are 
receiving United States military assistance are Brazil, Chile, Colombia, Cuba, 
Dominican Republic, Ecuador, Guatemala, Haiti, Honduras, Nicaragua, Peru, 
and Uruguay. 
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The vast distances which separate the Sino-Soviet bloc countries from Latin 
America minimize the danger of direct assault from outside the hemisphere, 
except by submarine. Nevertheless, in planning for the security of the hemi- 
sphere, it is essential that we give the Latin American area full consideration 
because of its geographic proximity to the United States. Other reasons, how- 
ever, are even more compelling than geography. The United States and the other 
American Republics have become dependent upon each other for a large number 
of critical and strategic materials essential to our security and well-being. 


yn STRATEGIC 
oS MATERIALS 
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SELECTED STRATEGIC MATERIALS 
IMPORTED FROM LATIN AMERICA 


The interchange of goods between nations of the North and South American 
continents is taken as a matter of course but, in wartime, is susceptible to dis- 
ruption by enemy submarines and other forms of hostile action. During World 
War II, we kept these supply lines open with our own Navy with some assistance 
from Latin America. One of the objectives of our assistance program is to 
enable the Latin American countries to assume increased responsibility in the 
defense of these communications routes while at the same time bearing sole 
responsibility for the protection of sources of supply in Latin America. Consid- 
ering that Latin America is over three times as large as the United States in area, 
with a population greater than the United States, that its coastlines are more 
extensive than ours, and that some of the world’s principal routes of communi- 
cation run through the area, this is a task of no small proportions. Besides 
this job of assisting in the maintenance of lines of communication, the Latin 
Americans have the problem of maintaining their internal security. No example 
is needed of the capability of the Soviet Union to undermine the security of the 
hemisphere through subversive activities, but we had such an object lesson in 
Guatemala. The maintenance of internal security is, of course, primarily the 
responsibility of the Latin American Republics themselves, and we do not propose 
in this program to provide grant assistance for that purpose. 

The Latin American countries are not in a position to develop a defense capa- 
bility without the assistance of the United States. Financially, any such effort 
would seriously retard their social and economic development, in direct conflict 
with United States foreign policy in the area. In addition to the limitations 
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of their financial resources, these countries lack the experience in modern 
warfare to train and equip forces for hemisphere defense missions. 

It should be pointed out that the 12 countries receiving military assistance are 
not relying on the United States to bear the major share of the cost of their 
defense. In 1957, the United States military assistance program for these coun- 
tries was $36 million; their combined military budgets for that year amounted to 
approximately $1 billion. 
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For the past several years, in spite of their limited financial resources, they 
have spent from $1 to $1.5 billion annually to operate and maintain their military 
forces. These expenditures provide pay, food, clothing, and housing for their 
troops; POL requirements for operation of equipment; construction of bases; 
and some replacement of equipment. 

Our Latin American neighbors have continued during the past year to demon- 
strate their friendship for the United States through their cooperation in various 
ways. All countries in the area have supported free world policy and action in 
the United Nations. Brazil has provided us with base rights for a needed missiles 
tracking site; Dominican Republic has continued to cooperate with us in our 
operation of an important link in our long-range missiles proving ground; Cuba 
continues to abide by its agreement in our operation of the United States Naval 
Training Station at Guantanamo Bay. United States military missions, the 
principal envoys of United States policy on standardization of military doctrine 
and equipment, remain predominant in the area. Military assistance to Latin 
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America has enabled these countries to organize, equip, and train units which 
are relatively modern and effective military organizations with a combat poten- 
tial for contributing to the security and defense of the hemisphere. 

The 1958 program of $39 million provided a continuation of assistance in the 
maintenance, training, and modernization of selected units required for missions 
important to hemisphere defense. For the sum of $195 million we have, since the 
inception of the program, created reserve forces of conventional units in the 
number of 20 battalions, 81 ships, and 21 air squadrons. This amount is far less 
than the cost of maintaining similar forces in the United States. 

For the coming year, we are requesting $54 million to continue military assist- 
ance to those countries which have agreed to assist. the United States in the 
defense of the Western Hemisphere. As you can see, it is only about 3 percent of 
the total requested but is considered necessary to secure United States objectives 
in the area. 
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SUMMARY 
FISCAL YEAR 1959 REQUEST *54 MILLION 


\ 


sa eat a 


WORLD - WIDE 
TOTAL 


1. MAINTAIN U.S. POSITION IN LATIN AMERICA. 
2. INCREASE THE SECUR/TY OF THE HEMISPHERE. 


Mr. Rusorrom. Mr. Chairman, I am very happy to appear here to- 
day before the Committee on Foreign Relations to talk about the 
importance to Latin America of the Mutual Security Act appropria- 
tions which we are requesting this year. 

I am submitting statements which have been prepared by Mr. 
Atwood the Regional Director for Latin America of ICA, Colonel 
Hanford on behalf of the Department of Defense and myself on behalf 
of the State Department. 

As suggested by the committee, I would like to make just a brief oral 
statement on behalf of this request and then we will be prepared to 
answer any questions that the members would like to put to us. 

The request that we are making this year for Latin America totals 
$11314 million: $54 million for military assistance, $35 million for bi- 
lateral technical cooperation, $23 million of special assistance and 
$114 million is the United States contribution to the technical cooper- 
ation program of the Organization of American States. 


POPULATION GROWTH OF LATIN AMERICA 


In talking about Latin America, Mr. Chairman, I think it is wise 
to consider for just a moment what the area consists of. There is more 
than this vast geographic continent and a half to the south of us, 
there is what it holds in portent for the future, and particularly its 
relations with the United States. The population in Latin America 
has tripled since 1900. It has now reached and passed that of the 
United States. It is approximately 180 million people now. It is 
expected by the year 1970 that the population of Latin America will 
be in the neighborhood of 200 million. 

The Cuartrman. Is that through immigration or birth rate? 

Mr. Rusorrom. This is, I would guess, mostly the latter, although 
both factors are involved. It is certainly one of the more attrac- 
tive parts of the world for immigration, and in most all the countries 
immigrants are welcome. 
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By the year 2000 it is expected that the population of Latin Amer- 
ica will double that of the United States, which at that time will have 
about 250 million. Thus Latin America is expected to have around 
500 million people. The explosive growth of this area, it seems to 
me, is reason enough to challenge the imagination of all the leaders 
of that area and we here who are responsible for relations with 
Latin America. We must expend all the effort necessary to make 
our relations, which are already very good with the area, even better 
and closer, and to seize the opportunities as well as meet the chal- 
lenges that are obvious in the future in dealing with this growth. 


TECHNICAL ASSISTANCE IN LATIN AMERICA 


The resulting social, educational, and economic problems, as well 
as political and security problems which will emerge from this 
growth, are almost enough to defy the imagination, and I think 
that in itself is reason to justify and to support particularly 
our technical cooperation program as well as the rest of the program 
which we are recommending for your consideration today. Our tech- 
nical cooperation program, of which we are, I think, justly proud, 
and which has set a pattern for the rest of the world in technical 
cooperation, attacks the basic needs of a growth and developing area, 
particularly education, agriculture, public health, and certain others 
of the areas of both social and economic living which are important 
to a growing people. 

The Cuarman. May I interrupt to ask why you are proud? Is 
it because you think the program makes them better citizens of their 
countries or because it makes them better friends of the United States? 

Mr. Rusorrom. I would say that it probably does both—we hope 
that it does both—but this program is designed primarily in ne 
interests of the United States and it is definitely in our interests to 
erie strong, prosperous, economically viable, socially conscious 
peoples. 

he Cuarrman. You do not think that those in charge lose sight 
of that occasionally ? 

Mr. Rusorrom. I am sure that in large measure they try to keep 
their eye on those objectives. They may occasionally vary in their 
approaches or be forgetful. They are only human, of course. 

But I think that by and large they are doing a very good job, the 
leaders of Latin America, in assuming these responsibilities. 

The Cuarrman. What are their responsibilities and what is the job 
that they are doing? I would like to have you answer this a little 
more precisely. You say it is in the interests of the United States that 
we carry this on. 

Mr. Rusorrom. Yes, sir. 

The CuarrmMan. Then you give generalities as though the United 
States did not exist in this picture. 

Mr. Rusorrom. I think it is also in their interests and I think 
the leaders of these countries have the same objectives generally as I 
have just outlined here, that we would see as objectives. 

The Cuarmrman. Do the leaders there welcome the help of the United 
States or do they claim the progress is all their own work ? 

Mr. Rusorrom. No, sir; I think they welcome the help of the United 
States, and we have had repeated expressions of appreciation such as 
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one just about a week ago or 10 days ago, in connection with the so- 
called point 4 week in Panama, where the President of Panama ex- 
pre in very enthusiastic and sincere terms the appreciation of his 
Government and his people for what we had done in this connection 
for them. 

Now the situation in Latin America at present I think deserves some 
attention on the part of the committee, and very briefly, I am going to 
refer particularly to the economic situation. 


LATIN-AMERICAN TRADE WITH THE UNITED STATES 


In 1956, the trade figures were outstanding, and Latin America, as 
you know, has built its economic relationship with the United States 
primarily on trade. In 1957 the figures held up reasonably well. I 
would say that last year the trade approximated $4 billion in each 
direction, or a total of about $8 billion. 

Senator Witey. How much of that was oil? 

Mr. Rusorrom. Oh, I would say a relatively small percentage of 
their exports were oil, considering the size of the investment there. 
I do not know the exact amount, Senator Wiley. I can try to get that 
for you. Of course, by far the largest of their exports was coffee. 
Their coffee exports last year exceeded a billion dollars, about $1,300 
million, I believe, all of the 15 producing countries together. 

In 1955, petroleum exports were $1,900 million, and coffee exports 
were $1,778 million. 

Senator Witey. About even, then. 

Mr. Rusotrom. Yes, that is true, but in 1957 it is my impression—I 
may be mistaken, that the coffee exports exceeded oil. That repre- 
sents a mutual problem with ourselves and particularly Venezuela, 
which is an oil-producing country. We are attacking it at the base 
by consultation with them in which we are explaining what our prob- 
lem is and how our mutual interests can be served by trying to face 
the problem together of what is essentially overproduction of oil in 
a world where consumption has dropped off a little bit instead of 
increasing. 

TRADE PROBLEMS 


The 1957 trade figures have held up well, but in 1958 there are cer- 


tain problems ahead. We are already well into the first quarter of 
this year. We can see the concern the Latin American friends of ours 
justifiably have and which we share about the declining prices of 
some of their basic commodities. The minerals and metals prices 
have declined particularly and the coffee prices also declined last year. 
For countries which are primarily dependent on the exports of these 
commodities, you can imagine the concern which they feel. We are 
doing our best to consult with them, to get across to them the very 
deep feeling that we have, that we are concerned also about these 
declines, and that our well-being and their well-being is inextricably 
intertwined; that, while we do not undertake to justify or to explain 
or to defend inordinately high prices for commodities, particularly 
if they reach a point shew consumption is affected, neither do we 
believe that a disastrous price decline would be helpful from our 
standpoint any more than their standpoint. 
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The Cuatrman, Do you mean that North and South America 
combined produce more than can be consumed profitably? Is that 
the situation ? 

Mr. Rusorrom. There has been an excess in production recently of 
petroleum of which we were talking earlier. There has also been a 
very heavy production in coffee, with a very variable factor of pro- 
duction, particularly in Brazil, where you have 1 large area that 
can vary anywhere from 2 million bags to, I understand, as much 
as 9 or 10 million bags a year, depending on the weather. The result 
is that the coffee market is greatly affected by weather factors, which 
are of course highly imponderable there just as well as they are 
anywhere else. 

SITUATION IN MINERALS 


The situation in minerals, for example, lead, zinc, and copper, has 
been one of downward consumption. 

As you know, in 1954 we instituted a stockpiling plan for lead and 
zinc. Purchases under this plan were reduced considerably last year, 
about midsummer, I believe, of 1957. That had been absorbing a 
large amount, a relatively large amount of lead and zinc production 
both of exporting countries and also by domestic production on the 
part of some of our marginal mines, and the reduction in buying for 
the stockpile program has been a serious factor in those two com- 
modities. Then in copper, the production apparently has reached a 
point greater than consumption in recent months, and I suppose eco- 
nomic indicators in the United States have been very important in 
that price situation. 


PRIVATE INVESTMENT IN LATIN AMERICA 


Nevertheless, of course, trade is only one of the bases on which we 
have established our economic relationship with Latin America. We 
also have emphasized repeatedly, and I think Latin America itself 
also has a very deep-seated conviction, that private investment, both 
by foreigners as well as by their own nationals, is one of the basic 
ways that their economies can advance. United States citizens now 
have invested in the neighborhood of $814 billion in Latin America, 
which represents I think the largest investment that we have abroad 
except for Canada. 

This investment has been growing at the rate of about one-half bil- 
lion dollars per year. It varies somewhat, but a lot of it, of course, 
has been in petroleum and in minerals in the past, sugar in Cuba 
but there has been a very interesting and important diversification of 
that investment in the last 2 or 3 years—going into service and other 
industries of a widely varied nature which I think will contribute 
importantly to the economic development and growth of these 
countries. 

SITUATION IN COFFEE 


Senator Hicken.oorer. Are they burning coffee in Mexico now in 
any great quantities? I had a letter the other day from a friend of 
mine—not a Government official—who is in Mexico on a vacation, and 
he said they were burning coffee in Mexico. 
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';Mr. Rurorrom. Senator Hickenlooper, if they are burning coffee 
in Mexico this is the first time I have heard of it. There may be some 
places where that is the case. 

Senator Hickenwoorer. I have not heard of it before. 

Mr. Rusorrom. He may know, he may have seen it or it may be a 
rumor based on the fact that the coffee market has been somewhat 
uncertain in recent months. 

Senator Hicken Looper. His statement was they were burning coffee 
in order to try to keep the price up. 

Mr. Ruzsorrom. In Mexico there was a meeting of coffee-producing 
countries of the Americas last October, and in January there was a 
meeting of all the coffee-producing countries of the world in Rio de 
Janeiro. In those meetings there is no question but what the coffee- 

roducing countries worked out a plan whereby they would try to hold 

rom the market certain production, particularly in the heavy months, 
in order to have an even approach to the consumers market throughout 
the year. But with this imponderable that I mentioned a while ago 
of the amount of production in Brazil, in this one state, it is very 
difficult to know she the year-end figures are going to be. 

Senator Hickentoorrr. I did not mean to divert you from what you 
were saying. I am going to have to leave here shortly. 

The CuatrMan. Will you proceed ? The Senate convenes at 12. We 
would like to get along as fast as we can. 


LOANS TO LATIN AMERICA 


Mr. Rusorrom. All right, sir. I don’t attempt to go into any detail 
articularly on the other factors of our economic relationship, which 
think are well known to the committee. We, of course, have a very 

active public loan policy which we are carrying out through the 
Export-Import Bank. 

We also are using the Development Loan Fund. We have a num- 
ber of applications that have been made by Latin American coun- 
tries, several of which are right at the point of fulfillment, and we 
feel that by a combination of public loans in the area where private 
investment is not available, and with their own private efforts and 
efforts of our investors, this important area can proceed to grow 
and to meet the challenge of its own population growth that I alluded 
to earlier. 

The Cuarrman. There are always grievances between countries as 
between individuals. What are the outstanding grievances? 

Mr. Rusorrom. We have some problems throughout the area. I 
would say that on the whole our relationship is very good. Do you 
have any in particular, Senator, that you would ask about 

The Cuatrman. No, I was inquiring beeause I know they are bound 
to occur. 

FAVORABLE DEVELOPMENTS 


Mr. Rusorrom. Rather than to cite grievances, I would rather tell 
you about some of the constructive developments in the political area. 
think, for example, the recent elections in three of the countries are 


very, very heartening: The manner in which they have been carried 
out, the free vote of the people. The excellent job that the provisional 
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government in Argentina, for example, has done, during the past 21, 
years in getting up to the point where the people were able to go to 
the polls and elect a candidate of their own free choice for President, 
and his contemplated inauguration on May 1, has been and will be an 
uportant thing in Argentine history and Argentine-United States 
relations. 

The Cuamman. Are these elections conducted without charges of 
corruption ? s 

Mr. Rusortom. I haven’t heard of any charges of corruption that 
have been given any great importance. There may be some locally. 
Another case, of course, was in Guatemala recently, and in the case of 
Costa Rica. We have just recently had visits by the two Presidents- 
elect. These elections apparently were carried out freely. One of 
the Presidents there has already been inaugurated and the other is 
scheduled to be inaugurated on May 8. 

The Cuarirman. In general, is the feeling toward this country 
friendly ? 

Mr. Piette. Yes, I believe it is. I visited Columbia and Vene- 
zuela about 3 weeks ago, two other very interesting countries which 
are Peers: interesting periods. 

In both countries I talked with political leaders, with members of 
the ruling juntas, the provisional governments. I talked with mem- 
bers of the military. I talked with labor leaders in Venezuela, not 
in Colombia, and I found that there is a great expectancy, shall we 
say, in both these countries as they undertake to restore free demo- 
cratic processes there and syaeneeh elections. The Colombian con- 

ional elections are past. The presidential election is early in 
ay. Venezuela has called for elections by the end of this year. 


COMMUNIST PENETRATION 


The Cuarmman. Is there any increase in Communist penetration 
anywhere ? 

r. Rusorrom. I do not know that there is any increase in Com- 
munist penetration, Senator, but I think that the Communist threat 
is present and is one that we have to be best prepared to meet. The 
mutual security request that we are making is one of the means that 
we feel will enable us to meet that threat. 

There has been one development, for example, in Brazil recently. 
The surfacing, if you please, the reemergence of Luis Carlos Prestes 
after several years of being underground I think that represents a 
development that will bear watching. 

Senator Hicken.oorer. That is in Brazil? 

Mr. Rusorrom. In Brazil, yes. The Communists and some of the 
political exiles of that stripe who came into Guatemala prior to the 
elections there caused concern, I think, on the part of Guatemala’s 
friends everywhere, but the way the elections have turned out, the 
very decisive vote of the people for the two center and rightist candi- 
dates, indicates to me that there is hope for us there, that the Com- 
munists will not be permitted to emerge in any important position. 

The Cuatrman. Are there any questions, Senator Morse? 

Senator Morse. I have some questions. 
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USE OF UNITED STATES MILITARY ASSISTANCE IN CUBA 


I want to ask a question or two about Cuba. Mr. Secretary, can 
you say categorically that United States military aid is not being 
used by Batista against the Cuban rebels? 

Mr. Rusorrom. No, sir; I cannot say that categorically, Senator. 

Senator Morse. Do you think it is? — ; 

Mr. Rusorrom. I think that there is evidence to believe that some 
of it may have been used there in one of the recent important up- 
risings at Cienfuegos. 

We have been in consultation with the Cuban Government on that 
score and have certainly brought to their attention their responsi- 
bilities under the Mutual Assistance Act, under their agreement with 
us. 

Senator Morse. What would be your reaction if this committee 
should decide to send a fact-finding mission to Cuba to determine 
whether or not our arms aid to Cuba is in the interests of our coun- 
try? Do you think it would create problems between the State De- 
partment and Cuba if this committee decided to send a special mission 
to take a look at the situation ? 

Mr. Rusorrom. I think in the present context of events there that 
it probably would, Senator. I am going to answer your question 
directly. I have always welcomed the travels of this committee and 
we have always taken advantage of your recommendations and have 
found them to be constructive and helpful. I think I recognize the 
spirit which motivates your question, but I feel in the present circum- 
stances there that that would be played up by many of the Cubans 
as unwarranted intervention in their internal affairs. 


MEMORANDUM FROM CUBAN CONGRESSMEN IN EXILE 


Senator Morse. Mr. Secretary, I have in my hand a memorandum 
which you may have seen, to the Members of the United States Con- 
gress from Cuban Congressmen in exile dealing with the Batista 
situation. I will pass it over to = You may want to file a state- 


ment on it later. It is not very pleasant reading, and leaves me with 
the impression that if these Congressmen, who were once demo- 
eratically elected in Cuba and then have had to go into exile because 
of the Batista totalitarian state, are right in some of their observa- 
tions, this committee had better take a long, hard look at any appro- 
priations in the mutual security program for military assistance to 
Cuba. I wondered if you were familiar with that document. 

Mr. Ruzorrom. I have not seen this document until now. We may 
or may not have received a copy of it in the Department. I see you 
received it here in the committee on March 29. We are very, very 
aware of the seriousness of this problem, and I do not think that 
there is anything, Mr. Chairman and Senator, that has occupied 
more of the mind as well as the heart of all of us who are working 
with Latin America than the situation in Cuba. 

Senator Arken. Senator Morse, would you let me ask Mr. Rubottom 
if this Congressman is one of the Prio adherents? Some of them ran 
off with the Cuban Treasury when they came to the United States. 

Senator Morsr. This is signed by a large number. 

Mr. Rusorrom. I’m sorry, I just do not know. 
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Senator Arxen. I think that would be important to know. 
Senator Morsg. There are a lot of things, Senator Aiken, that are 
important for us to know about Cuba. 
enator Arken. Yes; that is right. There are so many of those 
groups that differ so among themselves. 
he memorandum referred to and the executive branch comments 
on it are as follows:) 


MEMORANDUM TO THE MEMBERS OF THE UNITED STATES CONGRESS FROM THE 
CuBAN CONGRESSMEN IN EXILE 


1. The undersigned, former members of the Cuban Congress, democratically 
elected before the military coup of March 10, 1952, have the honor to address the 
members of the United States Congress in order to inform them about some as- 
pects of the current state of relations between their two countries and, par- 
ticularly, about certain facts and feelings that are impairing these relations. 

2. There is at present a widespread belief in Cuba that the United States 
Government is supporting Batista’s ruthless dictatorship in contradiction to the 
repeatedly declared American policy in favor of world freedom and democracy. 
This belief is buttressing Batista’s dictatorship, prolonging the terrible civil war 
now ravaging the country and seriously impairing the prestige and goodwill 
of the United States in Cuba. 

3. The generalized Cuban belief in the United States support to Batista is 
based on the following facts: 

(a) The great zeal in the application of the Neutrality Act against anti- 
Batista exiles and the unnecessarily rude treatment applied to them, as shown by 
the recent (February 14, 1958) handcuffing of Dr. Carlos Prio Socarras, former 
constitutional President of Cuba, desposed by Batista ; 

(b) The public demonstrations of friendship from the United States Army to 
the Cuban Army, as shown by the bestowal of one of the highest United States 
military decorations to the Chief of the Cuban Air Force (November 1957) 
shortly after Colonel (now General) Tabernilla had ordered and led the bom- 
bardment and strafing of the open city of Cienfuegos (September 5, 1957), and 
the widely publicized praise lavished upon Batista by General Shepherd, Chair- 
man of the Inter-American Defense Board (December 1957). 

(c) The continuous shipments of arms to Batista, supplied freely or almost 
freely under the Mutual Defense Assistance Agreement of March 7, 1952, in 
spite of the openly known fact that Batista is using these arms to crush, and 
not defend, democracy in the Western Hemisphere, contradicting the purpose 
of the agreement and of the United States acts which authorized it and which 
supply the funds with which these shipments are financed ; and 

(d) The maintenance of a United States Army Mission in Cuba that is giving 
the Cuban Army technical advice on the strategy and tactics of the current war- 
fare against the Cuban people, in spite of the fact that article 5 of the Army 
Mission Agreement of August 28, 1951, clearly stipulates that the agreement 
“will be subject to cancellation at the initiative of Government of the United 
States or of the Government of Cuba, at any time, when any 1 of the 2 Gov- 
ernments finds itself involved in internal or external hostilities” (the quote is a 
translation of the Spanish text). 

4. The undersigned consider that it is not improper for them to inform their 
United States colleagues of the above-mentioned facts, that may be of interest 
to them because of their bearing on the foreign policy of the United States, on 
the current world struggle for freedom and democracy, on the American prestige 
and goodwill abroad and on the welfare of 1 of the 3 closest neighbors of the 
United States. The undersigned also consider that it is not improper for them 
to request the moral support of their United States colleagues for their noble 
cause and hope that this information and this request of sympathy will be thus 
interpreted by the United States Senators and Congressmen and not construed 
as an attempt to interfere in their affairs or influence their conduct. 

5. If any United States Senator or Congressman would like to obtain addi- 
tional information on the facts described in this memorandum, the undersigned 
would be pleased to supply it to them, either in writing or personally, going to 
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Washington if necessary or desirable. Requests for additional information or 
personal contact should be sent to: Dr. Lincoln Rodon, 5121 Alton Road, Miami 
Beach, Fla. 
Miami, March 27, 1958. 
Dr. Lincoln Rodon (Demécrata Party), Former President of the 
House of Representatives; Former Congressman From Oriente 
Province; Dr. José Manuel Gutierrez (Ortodoxo Party), Former 
Senator From Matanzas Province; Dr. Manuel Bisbé, Former 
Leader of the Ortodoxo Party in the House of Representatives; 
Former Congressman From Havana Province, President of the 
Ortodoxo Party; Dr. Rafael Dominador Pérez (Ortodoxo Party), 
Iormer Congressman From Pinar Del Rio Province; Dr. Roberto 
Garcia Ibafiez (Ortodoxo Party), Former Congressman From 
Oriente Province; Dr. Bernardo Utset (Ortodoxo Party), Former 
Congressman From Oriente Province; Dr. Segundo Curti (Autén- 
tico Party), Former Congressman From Havana Province; Dr. 
Ruben Alonso (Auténtico Party), Former Congressman From 
Oriente Province; Dr. Antonio Acosta Borges (Nacional Party), 
Former Congressman From Havana Province; Dr. Wifredo 
Figueras (Demécrata Party), Former Congressman From Cama- 
guey Province. 


ANNEX TO THE MEMORANDUM 


1. For those members of the United States Congress that may not be familiar 
with recent Cuban developments, a brief outline of the origins and evolution of 
Batista’s dictatorship follows. 

2. On March 10, 1952, 82 days before the scheduled presidential elections in 
which he himself was a candidate supported by a small minority, Fulgencio 
Batista led a military coup, making himself chief of state in charge of organizing 
and directing the executive and legislative branches of government and assum- 
ing all their functions. Following the coup, Batista suspended the constitution, 
prevented Congress from meeting, actually shooting the capitol building when 
Congress tried to meet, prevailed over the courts, reorganized the army, navy, 
and police forces, dissolved the political parties, and canceled the presidential 
elections scheduled for June 1, 1952. 

3. Two and a half years after the coup, on November 1, 1954, Batista held 
rigged elections in which he was elected President. The elections were not only 
rigged but unilateral, Batista being the only candidate. All the opposition 
parties but one abstained, and the one that did not abstain withdrew a few days 
before the election, owing to the violence and fraud used against it. Even 
members of the parties supporting Batista admitted publicly that there had 
been frauds and violence in the November 1954 elections. 

4. Batista continues in power and his regime continues to have the same 
dictatorial nature that it has had from its inception. The constitution was 
nominally reestablished after the 1954 elections, but its basic rights are contin- 
ually being suspended and martial law declared. Furthermore, with or without 
martial law, Batista has violated all political freedoms and human rights, 
imprisoning, torturing, and assassinating his political enemies with utter ignor- 
ance of the courts. 

5. Batista has sabotaged all the efforts made by prominent Cuban citizens 
and institutions in favor of a peaceful and dignified settlement of Cuba’s problem. 
In March 1956 the great Cuban patriot and elder statesman, Dr. Cosme de la 
Torriente, President of the General Assembly of the League of Nations, invited 
delegates from Batista’s and opposition parties to seat together and discuss a 
solution. The meeting raised great hopes but was broken by Batista’s delegates 
on a point of procedure. The failure of the negotiations closed the door to 
peaceful solutions and lit the fire that has been ravaging Cuba since then; few 
weeks after the meeting broke a group of army officers revolted, led by Col. 
Ramon Barquin, Cuban member of the Inter-American Defense Board, and in 
successive months rebellion flamed in Matanzas and Santiago de Cuba; Fidel 
Castro landed and started its successful and ever-growing guierrilla warfare, 
in Oriente; the presidential palace in Havana was attacked and almost taken; 
the Corinthia expedition landed in the northern coast of Oriente Province; the 
navy garrison of Cienfuegos uprose and occupied the city, that was later unmer- 
cifully bombarded by Batista’s air force; several plots were discovered in the 
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army, navy, and air force, and Havana police; strong guerillas began to operate 
in the central part of the island and Castro’s men beat the army repeatedly 
and spread all throughout Oriente Province. Simultaneously with these events, 
a wave of sabotage against canefields, sugar mills, sugar warehouses, tobacco 
warehouses, manufacturing plants, hotels, movie houses, public buildings, trains, 
‘and buses has been rising in tempo up to its current volume; at present all 
schools are closed, trains do not circulate by night, movie houses and stores are 
empty, insurance premiums have risen twentyfold, and each week costs the 
country hundreds of human lives and several million dollars. 

6. It is not the purpose of this memorandum to describe Batista’s terror or 
to enumerate its thousands of victims, which include women, children less than 
15 years of age, students, workers, farmers, merchants, including two presidents 
of the National Students Federation, physicians, lawyers, and congressmen. 
Two fellow congressmen have fallen victims of Batista: Dr. Menelao Mora, 
Member of the House of Representatives for the Cuban Revolutionary Party 
(Autentico), killed while valiantly fighting in the attack on the presidential 
palace, and Dr. Pelayo Cuervo, Senator for the Party of the Cuban People 
(Ortodoxo) and its president and leader in the Senate, arrested by members of 
the police forces and assassinated in the outskirts of Havana on March 13, 1957, 
under the direct orders of Dictator Batista. 

7. Following a standard practice of Latin American dictators, Batista is at 
present trying to perpetuate himself in power by electing a puppet successor. 
Elections for this purpose were scheduled for the forthcoming June 1 and have 
been now postponed, owing to the current state of civil war, for November 3 of 
this year. The electoral plans are supported by Batista’s men and some so-called 
opposition parties, but public opinion repudiates them as a fraud. On February 
28, 1958, Cardinal Arteaga and all the archbishops and bishops of Cuba addressed 
the country requesting the formation of a government of national union, implic- 
itly asking Batista to step aside. On March 15 the national colleges (associa- 
tions) of lawyers, medical doctors, civil engineers, electrical engineers, agro- 
nomical engineers, mechanical engineers, architects, doctors in philosophy and 
literature, doctors in political and economic sciences, teachers, pharmacists, 
public accountants, dentists, veterinarians, chemists, and sugar chemists; the 
Federation of Catholic Youth, the Cuban Council of Evangelical Churches, the 
Supreme Council Grade 33 of Freemasons, the Women’s Club, the Lions Club, 
and 18 other national organizations signed a petition for Batista’s resignation, 
for the sake of peace and freedom, in a momentous and historical document. 
These utterly unusual steps taken by the Catholic and Evangelical Churches 
and by nonpolitical organizations that together represent the whole of Cuba’s 
learned middle class show the state of desperation that the Cuban society has 
reached and announces the new dawn of democracy in Cuba. 

Miami, March 27, 1958. 

Dr. Lincoln R6don (Demécrata Party), former President of the House 
of Representatives, former congressman from Oriente Province; 
Dr. José Manuel Gutierrez (Ortodoxo Party), former Senator 
from Mantanzas Province; Dr. Manuel Bisbé, former leader of 
the Ortodoxo Party in the House of Representatives, former 
Congressman from Havana Province, president of the Ortodoxo 
Party; Dr. Rafael Dominador Pérez (Ortodoxo Party), former 
Congressman from Pinar Del Rio Province; Dr. Roberto Garcia 
Ibafiez (Ortodoxo Party), former Congressman from Oriente 
Province; Dr. Bernardo Utset (Ortodoxo Party), former Con- 
gressman from Oriente Province; Dr. Segundo Curti (Auténtico 
Party), former Congressman from Havana Province; Dr. Ruben 
Alonso (Auténtico Party), former Congressman from Oriente 
Province; Dr. Antonio Acosta Borges (Nacional Party), former 
Congressman from Havana Province; Dr. Wifredo Figueras 
a Party), former Congressman from Camaguey 

rovince. 
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A paragraph of the speech made by Dr. Manuel Bisbe, president 
of the Cuban Peoples Party (Ortodoxo), in the meeting held in the 
Flagler Theater of Miami on the 16th of March, 1958, honoring the 
memory of Dr. Pelayo Cuervo Navarro in the first anniversary of 
his death. In his speech Dr. Manuel Bisbe raises the issue of a 
revision of the Latin American policy of the State Department. 


The dictatorship of Batista is in its last stages. It will fall as fell the dicta- 
torships of Rojas Pinilla in Colombia and of Perez Jimenez in Venezuela. The 
America of Bolivar, of Juarez, and of Marti will be free as is the America of 
Washington. But what hurts us is the support that is being given to dictators, 
and that arms sold to them for the defense of the hemisphere against the Com- 
munist danger are used instead against the people. What hurts us is that a 
plan of general elections be supported despite facts that have proved that we 
were right and that Ambassador Smith was wrong. Batista cannot govern with 
a free press, and if he establishes censorship he cannot maintain order, either. 
Let us go toward a democratic Latin America. Yet, in the face of the grave 
situation of disorder that prevails in Cuba, how can the State Department think 
that general elections can be called notwithstanding the shameful collaboration 
that a few politicians of the so-called opposition are lending to the infamous 
comedy of general elections? The people of our America, with the support of 
decent army officers who are not willing to use their arms against democracy 
but to place them at its service, are helping to lay the foundations of a new era 
of freedom in our sister Republics. Let Washington rectify its policy. You 
cannot hurt people and expect them to trust you afterward. Let the Americas 
be democratic, and if strength is made use of, let it be against dictatorships and 
never against democracy, for I do not admit in the inter-American relationships 
any other attitude than to isolate dictatorial government, because the time has 
come that governments understand, as long ago our peoples have understood, 
that the blow stricken to democracy in any of our brother countries is a mortal 
blow to the very heart of our America. 


STATEMENT REGARDING MEMORANDUM TO MEMBERS OF CONGRESS FROM CERTAIN 
ForMER CUBAN CONGRESSMEN 


The present disturbed situation in Cuba is a matter of sympathetic concern to 
all Americans, as friends and neighbors of that Republic. The United States 
maintains a keen and objective interest in developments in Cuba, and we all 
hope that the Cuban Government and people will be able to resolve their domestic 
political problems in a peaceable and democratic manner. The Cubans them- 
selves are the only ones who can, as well as the only ones who should, resolve 
the issue. 

The United States Government cannot intervene in the internal affairs of 
Cuba. We have committed ourselves in the Charter of the Organization of Amer- 
ican States, signed in Bogoté on April 30, 1948, to respect the rights of every 
other state, including Cuba, which is also a signatory. As is our practice in 
relations with other governments of the hemisphere, the United States has 
maintained normal diplomatic relations with the present Cuban Government. 
The maintenance of diplomatic relations with the government of another sover- 
eign state does not imply either approval or disapproval of its actions within 
its own sovereignty. 

The memorandum makes reference to several recent developments which are 
stated to be indicative of United States support for the present Government of 
Cuba. One of these relates to the enforcement of our Neutrality Act and the 
treatment accorded to Dr. Carlos Prio Socarrés, a former President of Cuba, by 
United States law enforcement authorities. These questions are matters which 
are within the jurisdiction of the Department of Justice. Similarly, the ques- 
tion of relations betwen the United States Army and the Cuban Army is 
primarily the responsibility of the Department of Defense. 
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The memorandum refers also to military equipment provided the Government 
- of Cuba under the Mutual Defense Assistance Agreement of March 7, 1952. 
The United States has entered into such agreements with 12 other countries of 
this hemisphere in order to assist these nations in the maintenance of a limited 
number of military units of such strength as to enable them to make an effective 
eontribution toward the defense of the hemisphere. The amounts of military 
equipment furnished Cuba under the terms of this agreement are, in the opinion 
of the responsible United States military authorities, the minimum required to 
permit that country to carry out its hemisphere defense obligations. The De- 
partment of State has received reports, such as that included in the memoran- 
dum, to the effect that equipment supplied Cuba under the military assistance 
program has been used by the Cuban Government to maintain its internal 
security rather than to carry out its agreed hemispheric defense mission. This 
matter has been the subject of consultation with the Government of Cuba and 
that Government’s responsibilities under the agreement have been made clear 
to it. 

Reference is made in the memorandum to the United States Army Mission to 
Cuba, with a citation of the article of the agreement between our two Govern- 
ments relating to the establishment of that mission which permits cancellation of 
the agreement under certain conditions. Our military mission to Cuba was 
established as a result of that agreement, which was signed by the two coun- 
tries on August 28, 1951, prior to the assumption of power by the present Cuban 
administration. Under this agreement the United States undertook to provide 
tactical and technical advisers to the Cuban Army in conformity with discus- 
sions between the two Governments on hemisphere military cooperation. On 
March 27, 1952, following a change of government in Cuba and after the usual 
assurances were given by the new Government that it would honor its interna- 
tional obligations, the United States recognized the new administration, which is 
still in power. The agreement providing for the services of a military mission 
to Cuba, therefore, continued in force. The purpose of our military mission re- 
mains the same as that at the time of its establishment ; that is, providing advice 
to enable Cuba to participate in the defense of this hemisphere, and it is believed 
that the overall interests of the United States are served by the maintenance 
of this mission in that country to carry out this responsibility. 

The 10 signers of this memorandum represent several political parties of 
Cuba, as indicated by the designations following their names. Only one of the 
signers, Dr. Manuel Bisbe, is a prominent leader of the opposition. Bisbe is the 
leader of one faction of the Ortodoxo Party, and one-half of those submitting the 
memorandum indicated adherence to that party. One of the persons indicated as 
submitting the memorandum is known to be a supporter of Dr. Prio; he is Dr. 
Segundo Curti, who along with Dr. Prio was indicted in the United States 
in 1953 on the charge of conspiracy to violate the Neutrality Act. 


THE CUBAN SITUATION 


Senator Morse. I have been receiving a terrific amount of mail in 
regard to this Cuban situation in recent weeks and it disturbs me 
very much. 

Mr. Secretary, I see you propose [deleted]. That is what I do not 
understand. Why should we be pouring more money into a totalitarian 
government by way of military assistance ? 

Mr. Ruszorrom. I think it is fair to say that we are giving very, very 
careful consideration to the matter of arms shipments, both under the 
agreement and on arms that Cuba may purchase from the United 
States for that country. 

We are consulting with the appropriate Cuban officials and we, I 
think, recognize fully our responsibilities in this connection. I do not 
know what the [deleted] contemplated for fiscal year 1959 consists of. 

Colonel Hanford here could explain probably. However, these pro- 
grams are worked out on a long-range basis in advance, and the Cuban 
situation has been developing very rapidly. The circumstances now 
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are not the same even as a week ago or let alone a few weeks or months 
ago, when this program was planned. 

Cuba has traditionally been a friend of the United States. The 
Government has traditionally supported the United States. It has 
been one of the foremost countries in the United Nations against the 
onslaughts of communism in the world. It has occupied a seat on the 
Security Council for the last 2 years, I believe, and has been out- 
standing in that respect, and I think that we must not overlook the 
hemisphere defense responsibilities which we have and which Cuba 
shares with us, of course, under the Rio Treaty. 


JUSTIFICATION FOR ASSISTANCE TO CUBA 


Senator Morse. I will be very glad to have the colonel or anyone 
else break it down. Mr. Chairman, let me say quite frankly that I 
would have to have much more data on Cuba than we have gotten 
before this committee yet to justify my voting [deleted] military aid 
for what I think is one of the most dangerous totalitarian states under 
Batista in all Latin America. [Deleted. | 

We talk about trying to meet Russian propaganda. You feed it 
by that sort of stuff. You just feed Russian propaganda when you 
pour money into a vicious dictator state such as Batista’s state. I 
am perfectly satisfied if we were to send a mission down there that 
you would be shocked by what you discover has happened under this 
dictator. Here the alleged greatest democracy in the world proposes 
to [deleted]. I want to say very frankly that the State Department 
will have to give me a breakdown of what it is going to do with the 
money and a justification or I will never vote for it. 

| Deleted }. 

Senator Morse. May I interrupt to say I understood that is what 
one the alibis was, but I am for keeping [deleted] aircraft in the 
possession of the United States, not turning them over to a Fascist 
country. Why in the world should we turn over to a Fascist govern- 
ment in Cuba [deleted]? We had better stop supplying these power- 
ful airplanes to countries that are as undemocratic as Cuba. How is 
it going to help the United States to turn them over to a Fascist 
country ¢ 

Colonel Hanrorv. Mr. Senator, if I may bring forth one more 
thing, the bilateral agreement signed with Cuba was with a govern- 
ment prior to the government in being right now, and our interna- 
tional agreements that we do keep in the areas are in the security 
interests of the United States and the hemisphere as a whole. 

Senator Morse. That is your assumption. I do not share your 
assumption. That is the assumption you military make. You come 
through with a bilateral agreement that was made at some time with 
a democratic regime, and after there has been a complete change in the 
organization of the country you say it is in our interests to continue 
that agreement. Well, we had better take a look at what the effect 
of it is going to be. 

Colonel Hanrorp. May I add one more thing, sir. By partici- 
pating in these bilateral agreements with these countries and the mili- 
tary defense of the hemisphere, we do have some direction in the use 
of the equipment. 
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As borne out by the past experience with the 12 countries with 
= we do have military agreements, there have been very few vio- 

ations. 

Senator Morsg. I would like to take a look at it, may I say, Colonel, 
by way of a Senate investigation. 

I have long since lost confidence in the reports I get from the mili- 
tary on these matters, may I say quite frankly, I think we had better 
take a look at what is happening to this equipment. 

I would like, Mr. Chairman, to make a request officially that we 
have a detailed breakdown submitted to us as to where every one of 
these [deleted] funds for Cuban military aid are going to go. I 
want to know what is going to go in planes, what is going to go into 
small arms, what is going to go into any pay assistance. I want a 
justification for each one of these Fdabesed Orie and above what we 

ave in this table in front of us. 
i ( i information referred to is classified and is in the committee’s 
es. 
LATIN AMERICAN DISARMAMENT 


Now, Mr. Secretary, in answer to a question asked of Secretary 
McElroy, the Department of Defense has replied that it has no objec- 
tion to the insertion of a policy statement in the Mutual Security Act 
that aid to Latin America shall be administered in such a way as to 
promote disarmament there, but the Department of Defense says it 
would defer to the views of the Department of State. What are the 
views of the Department of State in regard to our trying to encourage 
disarmament among Latin American nations? 

Mr. Rusorrom. I have said in a speech fairly recently, and I still 
hold the belief, Senator, that the countries of the Americas should 
examine closely the expenditures which they are making for arma- 
ment. It stands to reason that if there are any excessive expenditures 
that could be otherwise devoted to say economic development and the 
well-being of the people, it might be in their interest to consider that. 

On the other hand, I also recognize that it is in the interest and 
that it is the responsibility of each country to make a decision of this 
kind on its own, and I think there has been some very commendable 
progress made. 

As a matter of fact, there are some places where arms expenditures 
may be disproportionate to the total budgets. 

n the other hand, there are some commendable belt-tightenings, 
if you please, that are going on in countries that are hit by economic 
problems and which are reexamining their military budgets very, very 
carefully. We certainly, as a Government, feel that whatever steps 
can be taken should be taken in this direction. We, you might say, 
would give them moral support. 

I notice here in this statement which I have just had shown to me, 
it says that— 

We would be entirely agreeable to administering the military assistance pro- 
gram in such a way as to promote and further any disarmament agreement which 
might be reached, either on a worldwide or a regional basis. 

Senator Morse. Might I put in the record at this point the ques- 
tion asked by Mr. Mental when Secretary McElroy was before us 


and Mr. McElroy’s answer to this question. The Secretary has just 
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referred to his answer. I think this is of great importance to the 
committee this year, Mr. Chairman, as we come to decide what we are 
going to recommend for military assistance to Latin American 
countries. 

The Cuairman. That will be made a part of the record. 

(The question and answer referred to are as follows:) 


Question. What would be the attitude of the Department of Defense toward 
the insertion of a policy statement in the Mutual Security Act that aid to Latin 


America should be administered in such a way as to promote disarmament in 
Latin America? 


Answer. That is a broad question which should be considered in the light of 
requirements for national and hemisphere security and must be related to 
present world conditions. The Department of Defense is not opposed to dis- 
armament, but in this instance would rather defer to the views of the Depart- 
ment of State. I would like to say, however, that we would be entirely agree- 
able to administering the MAP in such a way as to promote and further any 
disarmament agreement which might be reached, either on a worldwide or a 
regional basis. I doubt that there is any need to amend the Mutual Security 
Act in this respect. 


Senator Morse. The Secretary of Defense has made clear he is going 
to follow the lead of the State Department in regard to it. I think 
we should try to encourage disarmament and I think one way that 
we can encourage disarmament would be to cut down appropriations 
for armaments. So I would like to have the question the Senator from 
Montana asked the Secretary, and his answer, because it dovetails 
right into Secretary Rubottom’s testimony, included in the record at 
this point. 

My next question, Mr. Secretary. 
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POSITION OF UNITED STATES MILITARY MISSIONS IN LATIN AMERICA 


In answer to a question asked of Secretary McElroy, the Depart- 
ment of Defense has replied that it sees nothing wrong in the prac- 
tice of United States military officers in Latin America acting as 
military advisers to foreign governments and receiving compensation 
from such governments in addition to their salaries, and at the same 
time acting as advisers to the United States Government on how 
much military aid should be given. I would like to insert at this 
point the question that Senator Mansfield asked the Secretary of De- 
fense in regard to that and the memorandum that the Secretary 
has provided the committee in answer. 

I am sure the colonel has a copy, but may I have that at this point 
in the record ? 
(The question and answer referred to are as follows :) 


Question. What do you think of the practice of United States military officers 
in Latin America acting as military advisers to the foreign governments and 
receiving compensation from such governments in addition to their salaries, and 
at the same time acting as advisers to the United States Government as to how 
much military aid they should be given. 

Answer. In 1925, Congress authorized the sending of military and naval 
missions to Latin America under Public Law 247, 69th Congress. This legislation 
was amended and extended by Public Law 56, 74th Congress (1935) and Public 
Law 722, 77th Congress (1942). Under the foregoing, the United States has 
established military missions in the countries. 

The individual USAF, Army, and Navy missions operating in Latin America 
are not MAP organizations. However, the arrangements under which these 
separate missions functions have been modified to permit mission personnel to 
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perform MAP functions, with the agreement of the countries concerned. In 
this sense, one of the mission chiefs in each Latin American country where 
military assistance is being furnished has been designated as MAAG chief to 
provide for a MAP channel of communication. 

The MAAG function was superimposed on the already established training 
and advisory functions provided for in the mission agreements, to obviate the 
cost and the duplication of effort and purpose which would otherwise arise. 

With the inauguration of the Military Assistance Program in Latin America 
in 1951, the Department of Defense established separate Military Assistance 
Advisory Groups in Latin American countries for the purpose of handling its 
military assistance responsibilities in that area. In 1954, the question was 
raised as to why it was necessary to maintain both a military mission and an 
MAAG in the same country. The matter was reviewed and a policy decision 
was arrived at that the practice of maintaining separate MAAG’s in those Latin 
American countries where there already existed a military mission should be 
discontinued. Since 1956, therefore, MAAG’s in Latin American countries have 
one reduced to zero strength and their functions transferred to the military 
missions, 

We believe that this policy decision is fully justified in terms of sound admin- 
istration and economy and presents no problem with respect to conflicting loy- 
alties of the individual officers assigned to military missions in Latin American 
countries for the purpose of discharging military assistance duties. 

As has been noted, the United States Statute (10 U. S. C., see. 712) under 
which the military missions are established permits the detail of United States 
military personnel and expressly provides that the officer may accept from the 
country to which he is detailed ‘any office or compensation or emoluments 
thereof.” While it is true that American military personnel so detailed receive 
emoluments from the foreign government to which accredited, and while in some 
eases the particular international agreement permits such personnel to enjoy 
the same prerogatives and perquisites which he would have if he were actually 
in the armed forces of the country, nevertheless, the agreements uniformly pro- 
vide that the American officer is subject to rules and regulations of his own 
American service. To the best of my knowledge, no member of the United States 
military missions in Latin America holds any public office or civil service office 
under the foreign government. The additional compensation and emoluments 
received from the foreign government depend on rank and cost of living in the 
particular country, and the rates were approved by the President in 1942. 

In my opinion, the existing arrangement in Latin America has worked satis- 
factorily and in no case that I know of has any personnel of the Armed Forces 
serving in such a capacity acted in any manner other than that believed to be 
in the best interest of the United States. 

A somewhat similar situation exists in Iran where the Chief of the Military 
Assistance Advisory Group is also Chief of the Army Mission. There is also 
a small mission in Liberia, but this mission does not perform MAAG functions, 
there being no Military Assistance Program in Liberia, and the members of the 
mission receive no compensation from the Liberian Government. 


Senator Morse. Now with that in the record, I ask you this question. 

Is there no conflict between this practice and section 528 (a) of the 
Mutual Security Act which authorizes the detail of personnel to for- 
eign government positions to which no compensation is attached ? 

I was quite surprised, frankly, to find out that we have this arrange- 
ment whereby American armed personnel gets compensation from a 
foreign government as well as from our own Government, and then 
we rely on their testimony as to what military aid we ought to recom- 
mend for the country that they are serving in this dual capacity. It 
somehow strikes me as kind of a dangerous practice. 

Mr. Rusorrom. Mr. Chairman and Senator, I think in the case of 
Latin America a few years ago shortly after these mutual security 
agreements were reached with the 12 Latin American countries where 
they are now in effect, it was determined that the military mission per- 
sonnel, many of whom were already there on duty, would perform 
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the duties of the MAAG personnel, as referred to in other areas of 
the world, in the interest of economy and efficient administration. 

These programs are not large programs, as the figures bear ou 
and we felt that it was advisable and the Defense Department accepte 
that recommendation to work it out this way. 

The Cuatrman. It was an economy move ? 

Mr. Rusorrom. Yes, sir; rather than to have an MAAG mission 
separate from the military mission, we have the functions in Latin 
America combined in the one military mission group, of advising the 
military forces of the host country on the one hand, and of receiving 
and recommending with respect to the military assistance equipment 
on the other. 

Senator Morsr. You do not think, therefore, it is in actual conflict 
with laws that are now on the books? You do not think the practice 
is in conflict ? 

Mr. Rusorrom. I have no reason to believe that itis. Iam sure that 
that was taken into account when this recommendation was made, and 
when it was worked out, and I am sure that those who are administer- 
ing this work in the field are fully aware of their responsibilities both 
to the host country and to our own Government. 

Senator Morse. Do we have available to the committee the break- 
down on exactly how much money these American military people get 
from the foreign governments? Can I find that in this breakdown? 

Mr. Rusorrom. They have been provided I understand; yes, sir. 
They have a page here on which those figures are indicated. 

Senator Morse. I am coming to that table ina moment. Could you 
supply us, Mr. Secretary, with an opinion of the State Department in 
support of your view that this practice does not in any way conflict 
with existing law? 

I think we ought to have that before us. 

Mr. Rusorrom. Yes, sir. 

Senator Morse. I have not gone into it sufficiently to reach a final 
conclusion myself, although it looks as though it is questionable to me. 

(The opinion referred to had not been furnished at the time the 
hearings went to press. ) 


PRESIDENTIAL REVIEW OF INTER-AMERICAN DEFENSE PLANS 


My next question: The Department of Defense has stated that not 
since 1951 has the President reviewed general defense plans for the 
Western Hemisphere. Is this proper compliance with the intent of 
section 105 (b), subsection (4) ? 

Mr. Jtusorrom. Could I ask Colonel Hanford to reply to that, 
Senator ? 

Senator Morse. Yes. 

Color el Hanrorp. I believe that the response given to the committee 
just previously indicated that these plans for Latin America tied in 
with the plans, the general military plan, of the Inter-American De- 
fense Board which has just recently been reviewed. While the Presi- 
dent hinself has not personally reviewed the plan, it has been reviewed 
by ager.cies under his direction. 

Senator Morsr. Subsection (4) says: 


Military assistance may be furnished to the other American Republics only in 
accordance with defense plans which shall have been found by the President to 


enc nt LTTE TORT D TEE 
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require the recipient nation to participate in missions important to the defense 
of the Western Hemisphere. 

I have difficulty in finding anything in the record—and that is why 
I am asking for it—that this matter has been called to the attention 
of the President. I do not expect the President to do all the detailed 
work, but he certainly under the law is supposed to put his stamp of 
“peso on it maems 

olonel Hanrorp. He made some specific findings, sir, in the case 

of Nicaragua and Honduras in 1953 and with respect to Guatemala in 
1955, where he included those particular countries in plans for the 
defense of the hemisphere. 


CLASSIFICATION OF CERTAIN ANSWERS 


Senator Morse. Colonel, what is there about the Department of 
Defense answers to the questions previously asked on this matter and 
the other matter of military personnel pay that requires them to be 
classified as secret ? 

Why shouldn’t the American people know about it ? 

Colonel Hanrorpv. With regard to the general military plan, sir, 
that is a secret document. As far as the additional compensation, I 
believe the classification was official use only, and I believe that classi- 
fication was maintained in order to eliminate the possibility of the 
comparative rates among the countries in Latin America as to the 
additional compensation being divided since it might cause some con- 
cern to the countries atin 

Senator Morsr. Mr. Chairman, I ask to have the question that 
was put to the Secretary of Defense on March 19 by this committee 
inserted in the record and the Secretary’s answer to the same, marked 
“secret.” I would like to have it printed at this point as a further 
illustration of a point of view that I have been expressing and intend 
to continue to express in our debates this year. 

This is a good example of material that never should be marked 
“secret” in a democracy. It is a good example that the people ought 
to have these facts and that we ought to start taking away from 
our military, if we are going to prevent a military junta in our own 
country, the power of concealing from the American people such 
operations as are involved in this matter. 

The Cuarman. That will be included in the record at this pont. 

(The question and answer referred to, which were subsequently de- 
classified, appear on p. 798 of the appendix.) 

Senator Morse. I am shocked that you cannot even get this kind 
of information out to the American people without the military stick- 
ing this top-secret sign on it. 


COMPENSATION FROM FOREIGN GOVERNMENTS TO UNITED STATES 
MILITARY PERSONNEL 


Mr. Secretary, this table supplied by the Department of Defense 
on extra compensation of military personnel in Latin America is 
unclear to me in some respects. Who pays the extra compensation, 
the United States or the foreign government ? 

Colonel Hanrorp. The foreign government pays, and when the 
foreign government is not in a position financially to pay the total 
amount, the United States pays it under United States laws. 
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Senator Morse. The foreign government pays it and if it has not 
got the money, we pay it. 

Colonel Hanrorp. We make up the difference; yes, sir. The rates 
were established by a Presidential pay schedule in 1942. 

Senator Morse. Who pays the representation allowances? 

Colonel Hanrorp. The representation allowances are paid by the 
permenant concerned and those particular rates were established 

y the United States Government in 1942. 

Senator Morse. If they do not have the money, do we make them 
aloanforthat,too? __ 

Colonel Hanrorp. Sir, we make up the difference by paying to the 
United States individual concerned in order to maintain the prestige 
of the United States in the particular area. 

Senator Morse. How does the average representation allowance 
per military officer compare with that for Foreign Service officers? 

Colonel Hanrorp. I do not know, sir. I believe for a comparable 
class. It might be less. 

_Senator Morse. Will you supply us a breakdown of that with the 
aid that it calls for? 

Colonel Hanrorp. I will try to, sir. 

(The information referred to is as follows :) 

Question. Comparative economic benefits for a United States military officer 
serving in Latin America and in Europe. 

Answer. Additional remuneration for military personnel serving in foreign 
countries is not designed to provide additional economic benefits but, rather, to 
adjust the income of the individual to permit him to maintain a standard of liv- 
ing comparable to that which he would enjoy in the United States plus, in the 
case of certain positions, to provide additional amounts for the purpose of up- 
holding United States prestige. 

It is the view of the Department of Defense that positions occupied by United 
States military officers in Latin America are not comparable to those in Europe. 
To equate positions occupied by United States military officers serving in the 
two areas in order to compare “economic benefits” would require an extensive 
study inasmuch as there are numerous variables which apply, not only between 
areas, but between the countries within an area and the different positions within 
each country. 

Senator Morse. Is the Department of Defense answer to be inter- 
ae as meaning that military officers gain no personal financial 

nefit on assignments in Latin America that they would not have, 
say, in Europe? I am speaking to the answer that the Secretary has 
filed with the committee. : 

Colonel Hanrorp. I can give you a specific example. I served as 
chief of the Army mission in Guatemala, sir, during the period 1951 
to 1954, and when I left there I was not as well off financially as I 
believe I would have been if I had remained in the United States. _ 

Senator Morse. I know, but that is not an answer to my question. 
Let me repeat it again. Is the Department of Defense answer to be 
interpreted as meaning that military officers gain no personal financial 
benefit on assignments in Latin America that they would not have, 
say, in Europe? 

Colonel Hanrorp. I will have to—— ; a . 

Mr. Suvurr. Mr. Chairman, may I answer this question? It is my 
responsibility to manage the military assistance portions of this pro- 
gram, and I would like to be helpful to the committee, if I may. 

Senator Morsr. I would like to have any help I ean get.. Will you 
identify yourself for the record ? 


23578—58——30 
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The Cuarrman. With the consent of the witness, his testimony will 


be interrupted. 

Mr. Suurr. My name is Charles Shuff. I am Deputy Assistant 
Secretary of Defense for the Military Assistance Programs. I think. 
Senator, the answer to this question is one that we might be able to 


prepare a specific answer for. 

I do not think there is a general answer to it. As you will note, 
the representation allowances as listed on that form, the last page 
there, there was some widespread differences. I think we must compare 
those with representation allowances of the attaché corps which are 
on the basis of one rate, and the military assistance program people 
which are on the basis of another rate, and I think we can prepare this 
for you if you would like it. 

Senator Morse. I will be very glad to have it. 

Mr. Chairman I suggest that the Assistant Secretary be authorized 
to submit a statement on the question I have raised because it is going 
to be with us again when we come to mark up this bill. 

(The information referred to is as follows :) 


Question. Furnish a breakout of representation allowances on State Depart- 
ment personnel and military personnel in Latin America, to include missions and 
attachés. 

Answer. In responding to the above question, it was found to be not feasible 
to equate any particular position for an individual in the Department of State 
serving in Latin America with any particular assignment held by military per- 
sonnel. However, in order to supply the Senate Foreign Relations Committee 
with the information desired, there is attached hereto tabulated material which 
indicates the representation allowances received by Department of State officials 
and military personnel serving in the Latin American area. Since in the majority 
of the countries the Army mission positions pertain, Army positions were used 
as a basis for determining the amount of representation. However, in the cases 
of Brazil, Argentina, Haiti, and Uruguay, the basis of the positions used are the 
Department of the Air Force. In the case of the Dominican Republic, the De- 
partment of the Navy was used as the basis for determination of positions. 

The representation allowances of the individual military mission personnel are 
paid by the host government, whereas the allowances of military attachés and 
the amount paid to the military missions as a whole are paid by the United 
States. Accordingly, the Presidential pay schedule, from which the representa- 
tion allowances of military mission personnel were taken, is classified “official 
use only” because of the inevitable comparisons which would result if the differ- 
ential established for each country were disclosed. Such comparisons would in- 
terfere with the efficient operation of our missions in the area and might jeop- 
ardize the good will which exists between the various countries of Latin 


America. 


(Commirree Norr.—In order to avoid the necessity of retaining the 
classification of “official use only,” the names of the countries have 
been eliminated and they do not follow in alphabetical order.) 


Country A 


Military mission personnel 
Title of officer 
Cae Oe eee Scere nea eo ee eek $1, 800 
In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $1,200 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 
Attaché 


eneeenenenn 0G Stereo ce se ra a td oh dew ne $2, 750 
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CountTRY B 
Military mission personnel 
Title of officer 
Ante: OE Cw Rta e Tn aN ie sarc $600 
Arms or technical adviser: Infantry instructor___._.uc-__.._._-_.__.________ 300 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $1,200 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 
Attaché 
NET CARI EG ERCUIIN oreo: os sna ecko crepe denseveeentenb romeo aaanea dae $1, 300 


CountTRY C 


Military mission personnel 
Title of officer 


Oniet of the maliitary, 1lesiotin ok csc dence ache eeeee $600 
Aasigtont chief of: the military: mlgMhOTh 3 ones liiicciementinetcimats DS caeees 300 
Arms or technical advisers: 
SR Ri cin con sana ensi he Dice ba cilia cepninincdana ea da ap aaa oentateale 150 
SA OE ORIN i ocean ccApp ouecacaaiins cb uokcicbudapasececlctiges oaae nae eam 150 
In ONIN TI a 150 
EREORUES: SOVINE Sc cnascnedsen teen neanee cipal 150 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $2,000 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 
Attaché 
Seitary Stee... .n sk ethene eens Resmi eines $1, 425 


Country D 


Attaché 
Military attaché. oo ae teen cecsesseseee eee $2, 950 


CountTRY E 
Military mission personnel 
Title of officer 
‘iet of the military. misGOR iin. cdnnnnnndlindinpaeeieea eae $1, 800 
900 


Assistant .chiel. of the military. mission... nn ccanchnnsdsatinanenien 
Arms or technical advisers: 


COOP ATIC BERT OCU ic is cccesccn scsinsen ssn satis naenier ennai miata 450 
BREE. OR GTREIOII CTC occa rcnensnlssien nase enetale tee tilesmndicsitnap inka de tity naaiagaaalabiaai 450 
Haucation onc training stall OMe cnncdiiemcccasnnencneuamneds 450 
PPT), GT OTIC iii eiccectincsisessotyennncseinniannsninig laguna ct ial teen 450 
WWGNRATION .SDOCIRIING an cn knicincnninnannan cee 450 
Warrant. officer: Administrative Of) COPiis cise ciiicdcemidnensnieniienes 450 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $2,000 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 
Attaché 
@eeenty GUS. 2.5 oon cca cenmnasesmanes nonsense aeeeeeee $2,750 


CountTRY F 


Military mission personnel 
Title of officer 


mek. cf the My WO... 8 ene $600 
Auetend’: Ciel Of: tS TRUMLATY UGB a nec csictintacnacce metpsingingek erent 300 
Arms or technical adviser: Operations staff officer__._._._.--_._.______-_____ 150 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $1,000 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief of 
the mission. 
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Attaché 
assess amenitcoemind $1, 600 
Country G 
Military mission sonnel 
Title of officer ee eid 
Ne eo eenieinenenemunnepcaimenapepe gps tincnapenanieeséoas $600 
Assistant chief of the military mission............................... 300 
Arms or technical advisers: 
a ses cndbec pce ub enscataennvn sovttin benedict gpeatinnpeaniasiiens 150 
Ss eec ce uccasecesinsig Ssestadionaesiec seamen bu elk unsabennipasnidisen eosiaptinn ened 150 
Is access oop aaa 150 
I I ald cichaleestvndesensmnertnsh incieneschniocneni clientes enthsioen 150 
I NINN iain enero pi nigaeiintglitaaa Nh Gieilis<iee asm diese wicinsa nies borin cnn 150 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $2,000 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief of 
the mission. 


Attaché 
NIT CIDER 26h Nas oa paced rca pinaster amis enantio tt cme $1, 400 
Country H 
Military Mission Personnel 
Title of officer 
Oe NUIRRET TINNNO ccc dined cnnminnnannnesebsannie $1, 500 
rn. Cnaee OC 4ee MSMORry MNOOR eno ee ieee cn 750 
Arms or technical advisers : 
I a acca teagan pes en Npdaicbacaa dimsebnn 375 
hac aierscarnan asin teens acidasteahersdimabsniirastsieentldeewiiaies 375 
I sical a evden ecaiieintiynicb arm aseires cdi me mrinesen 375 
i an ds evil esactideiap tn dio inn lish ebanioncno 375 
I ea Nach chet traci in ilies tascam ik 375 
I redial iciaiinin ibn mermmdaiictnmacstnncioiane 375 
Sy INNS FARE WII ci cacis asin seein niatichnem nnn néimiiuincunes 375 
I REPERIE TRRO ob heehee teens ence cenmeencmeweonin 375 
i i dd enc whi dln bec eniesb eiemremsoweeias enti abo as 375 
SPIRES CPRTE GECOLY BO VIBE ore ce ecinc ene ninndnnnceo 375 
RNIN Oeste lca i lige ge aecidarcics ince eta a eer 375 
i Rc danke eee chibi identi dmasdiicen 375 
Re Ne etic ieetsies icin siecses civmnigncsignealbinn nist denen bnssinibinliiieraiastiveniahihmemneimnas 375 
I ne AN OHRIO HII a crete ie itt wis nsiniiiimliccaeieinis 375 
NNR cerca ca acca ees ine aa ts ews Sinn adbeast enc tinsninia 375 
Ian rane NNN i scence bene i eb eullshscelas 375 
enn IN cca inesbderntn ene nates ces entiveeidbiepeebeal cc oleae cibdommetion Uns 875 
Warrant officer: Administrative assistant__._._....-.....-..___________ 875 


In addition to-the above amounts for representation, there is provided 
in fiscal year 1958 the amount of $4,000 for the mission as a whole. Use 
of this additional fund is at the discretion of the chief of the mission. 


Attaché 
SE AINE orissccecmernsnetasidicansanbineinnietnaneniassquitstieaichinitaneptsenescnmenenentecnepeneinanyiaiote $3, 150 
Country I 
Military Mission Personnel 
Title of officer 

Ss IY ce ceneneerennemssnsisentnes aneemnesansnapensestiinanenn etuneneiretncnss-esinente $900 
Arms or technical advisers: 

i ah Ala ti ea ice ein eagle teint iognastiatnlcecMpemoiese 225 

i Bk So Sap ces web svensk a ep nr ene eon vane dio nv 225 
Warrant officer: Administrative assistant......._.........____________ 225 


In addition to the above amounts for representation, there is provided 
in fiscal year 1958 the amount of $2,800 for the mission as a whole. Use 
of this additional fund is at the discretion of the chief of the mission. 
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Attaché 
I OI i i can $2, 250 
Country J 
Military mission personnel 
Title of officer 

Ciiet of tie ahitniy cebeiietbisiies oe esc oe eos ei ca hes $900 
Aamintem ‘ehiet of the mitRary. missoW ic ucsn oon kane 450 
Arms or technical advisers: 

METUCEY BOG CAVRIFY INMGRUCOR nics eid ctiwnscrnnetbtbailes 225 

MBEIRISOCOLE GUCUIOET SAGE COON Bhi cise cess cnc scisttsitneesiencisitaien lalla 225 

TRIN SE ici sescecsinenneesnsan seins aticiadnatendnsimaniiante ANI cc 225 

TNR ORT 225 
Warrant officer: Administrative assistaut_........._...._.._..-.-_---_-- 225 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $2,500 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 


Attaché 
RR RI EIN a. cine tss sa casas oscil deste a apaicld ode mand aac $1, 550 


Country K 


Military mission personnel 


Title of officer 
Cmier Of thie miicary ie ee a eee $1, 500 
Arms or technical adviser: Veterinarian laboratory technician_____-__~ 750 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $800 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 

Country L 


Military mission personnel 


Title of officer 
EOP iG STAIR SUMMIINIIIEA co -, <c  cco eeryckiengepeinianteniae oclerentpieinen maa $1, 500 
Bamistant chief Of the military mission... ces ene 750 
Arms or technical advisers: Supply officer___.._._._.._._._....--_-----.-~.- 375 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $2,400 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 

Attaché 


PRAT BUIR OG 5 ini itis rcs eae ee $2, 500 


CouNnTRY M 


Military mission personnel 


Title of officer 
GUAGE ie a BN ick ccentnes ciate nt waa eae $600 
Aemetant chick of the military WISMOR a... kn ce iin aes 300 
Arms or technical advisers : 
Trneee LNStPUCIOe: oo een en eee 150 
RURGTTROGE VIO es ns tre neice ae rents signed eae 150 
Public edacation: Cc@ 0. 66 i cs weber 150 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $2,200 for the mission as a 
whole. Uhe of this additional fund is at the discretion of the chief 
of the mission. 


Attaché 
SR Bi na ects cecccenaneccesrecsectanthbniatintdevaiaal $1, 800 











460 MUTUAL SECURITY ACT OF 1958 


Country N 
Military mission personnel 
Title of officer 
ne sie nh I i 5 ace ci trecnnenmewnn $1, 500 
Anpistant chief of the military: miesion.2.....+...-.............-.....- 750 
Arms or technical adviser: supply officer........._..................... 875 


In addition to the above amounts for representation there is pro- 
vided in fiscal year 1958 the amount of $1,200 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 


Attaché 
TN i eciritacete ts ecesiiniractectanialciaeesmaialitgitegiiiasinn beat claps hentticecels $1, 800 
Country O 
Military mission personnel 
Title of officer 
EE Ee SS ERLE ED ee ee a $600 
eens Gnaee OF toe military mistiew ou J.....25 5 ees 300 
i a A see wiapentwiuntwsseiesanbeisibasnsenenennt 150 
Warrant officer: administrative assistant.........-_..-----..------~--~- 150 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $1,000 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 


CountTRY P 
Military mission personnel 
Title of officer 
eee ee mney I 8 i tenn $1, 500 
Assistant chief of the military mission......................_...__._. 750 
Arms or technical advisers : 
ene IN Oe Ln ie namonenamnames 375 
Sai PI I me naens 375 
Neen eee enn neo onananapsednaneicenvnoneniinsniabwiiinnon mssiiinswenidinepinicis 375 
ee TOT er emmemenweneneemnae 375 
Neen en ode ace ered dnaetomteemerammnne 375 
i ast ae ee ae eens eoumanipnioeen 875 
Sener Sen sunmy scviser._......._......._...-+-.-...----- 875 
a SN ld ell I at AR io Ae 875 
Bcc td i i i el a eae fel 375 
Warrant officer: Administrative adviser____....___.__________________. 375 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $3,600 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 


Attaché 
I ak a a i emilee $1, 675 
Country Q 
Military mission personnel 
Title of officer 
IE © RE en evens menensiniecg os eienes se pseraemnnansnensennesnessoie $1, 500 
papaatant Ciel of the miteary mistion.—......................._._____ 750 
Arms or technical advisers: 
Lee eae ee ee mmseieemanemepecraes 875 
a is ce tale to aedimeseinio Mio mina. oaatenaee es 875 
a crac cece einen re a ercstnw mesiempe mines 375 
a wie en ccmr beanie eeoem miaeere ry ananmamiactieniien 375 
cial Ssiainicil ie cs es cin ere rent ccd 875 
bade esterases bea aes chiens neem eatin 375 
nner UO i ee cncneincnn cinemas memeseneneinatteses os 875 
NE kaki la acirilch aioe aca esec vases cians terse ace nt 3875 
Cane RUNS CE, nn ok hte cece nance 875 
Warrant officer: Administrative assistant.._..............._.__________ 375 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $3,400 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 
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Attaché 
TURTS GU in cit ccc einnidimdttinneeen eae $2, 400 


Country R 


Military mission personnel 
Title of officer 
CIE OE GI TN BN aaa istics teresa $600 
Assistant chief of the military mission____-_.__-__-_____-_-----_----_- 300 
In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $1,400 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 


of the mission. 
Attaché 
MET: OT asi connie teenies hence ns ee ee $1, 300 
Country § 
Military mission personnel 
Title of officer 
CERI GR Te TE SOON iis cei ccleaner aldolase $600 
Assistant chief of the. military mission... .Wo.nn needa 300 
Arms or technical advisers: Infantry adviser_______.__.____.__.__.__------ 150 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $2,000 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 


Attaché 
I ii ai cinicninctecnntcls nicigtccicncients sion sina ae $1, 300 
Country T 
Military mission personnel 
Title of officer 

Caner OF The RisOey MINION... 5g ss i ee ee ee ee $1, 500 
Assistant chief of the military mission=- 5.2 see ein ceceeecceccnencee 750 
Arms or technical advisers : 

DACRE TG OCC eteci bie cccaccteicminnta ah eae a ae 375 

MINIT «I insti ch nin in desea abi eithsbadia non tata oie 375 

PCI III Serine iia i a acl erg en cen a a ne es ee 375 

I OI nt nincsscinisinntinsinsescepiadcentabisaeiatiaiaiaehanidspicleclehaazucger oma eaae 375 


In addition to the above amounts for representation, there is pro- 
vided in fiscal year 1958 the amount of $3,300 for the mission as a 
whole. Use of this additional fund is at the discretion of the chief 
of the mission. 


Attaché 
PAV eit Cn CIN ssi ens cscs csc acta $2, 200 


The tabular material which follows indicates, for the 20 mission-level posts in 
Latin America, all payments made in fiscal year 1957 from representation allow- 
ances funds to the occupants of all officer-level positions in the Foreign Service 
that are entitled to submit vouchers for payment. Certain positions that are 
funded from reimbursements to the State Department salaries and expenses are 
included. Also included in the fiscal year 1957 distribution are funds received 
by transfer from the mutual security program (category A). These mutual 
security funds could not be included in the fiscal year 1958 data, because the 
distribution of those funds among the officers at each mission is not yet available 
to the Department for this fiscal year. 

The 1958 column indicates the representation allotment available to each chief 
of mission and to each deputy chief of mission, but shows only the total amount 
available at each mission to all other officers as a group, because the distribution 
made by the missions to each individual in the latter category is not yet available 
to the Department. 
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DEPARTMENT OF STATE PERSONNEL MISSION 


BUENOS AIRES, ARGENTINA 








Title of officer Fiscal year Tr 
1957 19: 
EE ie inih ini deeb iendnirotywereneans dunwenaantnviutunmdbircddus te $5, 660 $4, 560 
i ee dncubbenkbhiesnucsnlinebasade} ut Gkiddes ech 900 
Other officers at mission: 
Political section: 
en, Sa a ne | a hidahse Slat ab is cndddaswaacits OOF hited cance 
hn ane pian kate nda ncdaaunnehaainnnenakaninenihsa A eet RET 
Le cca ees id ae ema ee caaacekad Ge Lacs cascnsnesce 
es nn a eco aee akan atanesweensevene PR atid vial Sands 
Snathinh catibedihtesiesieiinns bis nadedbennpreeneelasecinahabshonate  Biwandete scum 
Economic section: 
i. ie. he daebhestbainesacdsolecsenenennas Me haaretdankecks 
a i dae cca ceeaannnd ta séamcenenie oe A A racciciacik aise 
ink ca tack mabdocedeadiaebhenactsasenepedens | eee 
Nee Se ein nd cmenisieiacancaon ancunns onion I Bias caged anaes 
Dc Giindittnns ditedcn di sloGaies ERNSERERCALtNA Rink eddnnenn<e ar uksaesicawone 
ee a sk dean daiannpeuknsecipinnie he incanekas ss 
I a nad ane powetne Ne Fes sence es #: 
Bre ei sere Alani oicdissineitnanitamrmencndesen whine cimetidine Gin. ods nckacwh 
Consular section: 
re cho. dn cuWennndhphiebnnapevaaeane eanancesy De ctktensdennedd 
II 9 ae a ie ea peptic wie lin Wit toes aes 
ete ise be a ee a en sab ididedondinvénin adem Gil ctbhcencne ad 
eh dts desl swt okies iddide oven dhabtenens Gretebbesnenh ows eee 
Sr MR III CRI io eckeecib a cpl eennecmeewconcecs Pia lcnadiansewe 
Administrative section: 
RRS REE ee ee Te i i ee 
General services officer __..........--.........-.. sUbeiacken retake WE -ivsoneevceatoun 
et nS an etiven <inhcaburasnunme sa ppacsenen= ai ees dtc eee 
SELENE EEL CE 5 i ae See 
Regional attachés: 
sk oie. Sn auadreceuaebaebadensencccs! Dir chccncaau doce 
SE ES eS ee a eT DP cecicccnnanniiay 
tie pe eek seen ndnedbernutse eeenensne- can OA iicncns sae saee 
Total other officers at mission (35) .............2...-2.22..2.......- 3, 638 2, 730 
ivinshiscendethsabtina petncnesensvcindancmaasieiee 10, 198 8, 190 
LA PAZ, BOLIVIA 
ial «cid aadsinnde aa ese bial euthsipi iain tanipanertaeiamndtes $2, 463 $2,170 
Seed le esa pacaseveweassanatacenenadedase 52 
Other officers at mission: 
Political section: 
CE totus Soles Le te rece ccutoaaaccetheretacesecshes og fd 
I 2a aie 8, bs le Sede ddak aad nbewbaded ee se ANG cuiceee 
a ian neko isle eniiprd baia'es Senin iene Riad se cwcune 
Economic section: 
ns on ctknndacgebccgnarehaeabasicsvtenssnvaxanbke ee 
a 2 Sea nic shawaneanbamnane SU Ran taetdantcins 
I cesta wows apmaobnrenin commons oan OP hh. comenasssede 
eg ge | ee een RR Soda cece anscnrens 
Administrative section: 
I ol a, ein dn ener nen St Acs teen tinahalile 
a EE ot on na nuapethenensause OO iawatescocanase 
ee his, cad Ser Di asidonsaeaneedoksaibbbua Oi, aba 
Total other officers at mission (10).......-.-.....---.-------------. 1, 007 830 
TURIN PUNO iid n Silda colececeintbinddastsdndiaceddsadsb 3, 922 3, 500 
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RIO DE JANEIRO, BRAZIL 








Title of officer Fiscal year | Fiscal year 
1957 1958 
INE coir akbwacctnngansnnasneadien icin pnb tigtinniomnampeuaseinbandagie $9, 790 $9, 000 
i i GL, nih pontine cleeguaenenadansemnenwieerneaecededieen 418 530 


Other officers at mission: 
Political section: 
















SII 6 titi incua cee iieGicndrieieenisaeneeenaN eben ow 
Political and military liaison officer.......... ....-...--...--..-...-- DP Gactvnsaweens 
I ii lec atekcas carirh odd aicins igen ghimiantiomeane nis aie GO Wictinccenicas 
IE GENIUS incinninegntiencnnceue suimiggiraawconimenectiise Di ttenh ankeeece 
PN Le oe iit tte. csnniweicacn alent gierges ascii nde neeetand aaa CP eh iva ccns 
BEE do cunts chibws bAteok shineseechcdsiandneeceima aa aaanee DP Githdetascten * 
DE acca sapevacdhaceenkend ckneniabadadousimeeienceuneetaan Oiivdskccensaae 
Economic section: 
OS on nich webkenkeblicnes noun acebeincsiiegeiemans SP iiiiine cnnkinas 
I RRROID i ocx ccmennncandenessccdnsnonnarntanEnnts sebeil Ge Pikictpnmaptaane 
PIN ob hind nctininkntoniyeiakdapnninehnieeeeneeannaewas GN ak hecedas 
Transportation and commercial attach6_---..........-.-------------- WE Saccddnn~ban 
DRED ERNIE 65 6cnciccns a rimnnkuaians -ndadasnsganeaunnenanharess TOE ev asecatanes 
EOIN ng bic nccs accsnacaccusckasencshaussaueasasewnenuass 4, ho ae 
IE SIIOD GOO ones en ne nitnne cemaibos naeiewnancentane SOT Cab tei ntnke 
MD CEE inns swe wnsncinccncsnasnewesnasecavesenees Shinreeneene ; a) 
Divine: cnn nuwes cdssnnbcdiestuasdsbsncesucesecseeeeceancaeunaaisey! "~~ - > Sar ReiRsRenennaee 
Consular section: 
EET CUNO OIOE iio auce cccwaes casacusidicenisaveensbeckqumnenaatadn GE esis icncinanes 
NE No. vac cciuheanscamkndndecieneannebneeeaigevessene OE hi ceniwasccdwen 
IT ce tink dink wSieeaee mee adekneu ba nna edente re aan Oiiidsnasakedind 
a as a trade ts Ba epbapsl © eircom eo an IR IO Noein ttiremantcss 
Administrative section: 
IG 6c onnunanckssinknwnsue ela cee ee GP he ixecanmiias as 
I I oo issecicsniglns amine Caeieieaid an ens arated © Risk cianmanotedte 
ne SIE QUINN Ss 6, onc mcint cewnasamsmecnebaiokadmakauieeeeie Obsessions 
I MEF IIIE GENIE. 6 on iciccctccciknccddadacadsosadaunsuncneceaeases OP Ricadeasuese ae 
COA Or CieD GITORD .  o o 8 eldeeceaes Blsgisstearcnces 
III ced >. ins acne dale ice ee onnianenalae eens neabaliioniaoeel Oe i cna nes mashed 
NE BING EE GI. ennonidcodsnacdendcdteeniambncakemnhimasa i itinnctincnabas 
anions sus scscmasnedkguasckuncducucteugasabumiincied DE adicmsicaeds 
tal, tise alone G6 eanbaaih COI as aio sis eerie daenncn nt 4, 706 3, 300 
PENN MEINE. cntiranpcnarianeabndushspesacensnnceusees iilcgeieein 1 14,914 212,830 
1 Includes $800 category A funds. 
3 Excludes category A funds. 
SANTIAGO, CHILE 
SRN ne 8 gies gles sie anmeanieaaeisetl aa eo el $5, 550 $4, 300 
Py SIE OF IN... rcicectnieccecescceictcncctcucussssatmesnanennas 1,121 570 
Other officers at mission: 
Political section: 
I 2s sl occas p age COR a cenancunee 
PO eo cco shine nvnstsss0s cksbadkheueasecascendavasesuawasdts ee: 
a a a te ON cdaigpemmatiee 
SIRO ches B i uae vai cpes tea ack celeb diel aplomb Naame UN Tic sicisistctnnaguniiies 
Sindh itn th linc eine ena aiasaeainenaiasiiapacgeninaatiaataaatemenimunaaid aaeaie Dh iaicet nereenelentnieerenel 
SEINE «2c cccocccnabedassunsduswieiessatadaestancemmnaw OL ccondaustinned « 
Economic section: 
TI CRIES isin a cers co nace etinniawanncaananinmnmdimnlans GO Rivccsaienintiiags 
I Ic a as aa hectic eek coe andes anes ania GO Civctiicictinmiid 
II... oe an dues abn nee iagauiionse Nima aaaeQnmaaee Dee itbiuinceesion 
inns dnc aknetninintigenod awteanadunaaiaiael CP Tiscscdancemon 
I Cains ow ss cocensdaielanrbiel tees iba cc taeda eae died ielmaliade | fC RES 
SIN BENNO conn nncncndancnavecdseaudtdnceaneseneaebeaweean OL sesnakiavan 
Re I dos ns ane delwaccaupeaiaies adamantane BRD lehanrctcaepdiaanies 
MIN Ths sc5/c Svat ca ohs scien aacie nadine aa aafaeaembaaaansamaiaamemiononial a 
Consular section: 
St MEE NOURIONL i cncusicknipen udliveansueesntuieunaceeeenean © t. cccaseemuuen . 
IE IE Cita. 5. cians apininniniewin dinigiasiami ade wendeaeaddien naman |) Se 
BNW pint Saas caantnineisninm Dininaa agin Aaainaadtakianaaeea OL innsmieuete 
Administrative section: 
IE CRIED hckcivmiicnsinionwakinniuicidaiincemadbhddeneacaaunans BED liticenacaneiies 
Ce TE GIOUL,. . ss a ccanindadasaeecdasigussesidbeauarenanans Oh cncnncaedie 
CN (ican ene clininccin saben aeicalliea pecs ap aoe © hutaccdmeenes 
ee re eM er ee ee Oto cceaeodioue 
Total other oGlicws at mission: Gl) ac nncidcciieccccccccceideccacunnnass 1, 885 1, 650 
GEE Oe Ri niiicttctntnsad dcassucisncncscnsiaadacieniastipedei 18, 556 2 6, 520 





1 Includes $800 category A funds. 
3 Excludes category A funds. 
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BOGOTA, COLOMBIA 











Title of officer Fiscal year | Fiscal year 
1957 1958 
i a cm puininhalroin $4, 385 $3, 800 
Nee en cicupambeheabnbnbmtarnascenp hn 1, 437 30 
~Other officers at mission: 
Political section: 
CN en ns Lc aoesbebebecnpnaenmenulemanant Beh, ccccheue 
Ae i eeeedgcnsbeenewieataimaaaba Pa kietkcwscsnce 
Tee a mindippmmeanaiiane Be Widiciekanscsace 
a RA a a I 8 thle cal edie dd cnneee 
Economic section: 
ep eeoeneeientrerehvenuaee Be ccces koceet 
a oneaceebendaknp ene 70 oe 
Dene ee ee edad aseenen oe ee ah cont 
NT ene ee alia pbeeiankoe es ce oc itLcs 
re ae ee oe ustepebeeaableabix el bnupmak woken ae a ee 
nk DibsrihiGeacanecs 
Consular section: 
nn ni TC See AO ae Se a BE dccbdthetacanee 
TT nn nn nn een nn ei le Sa asia toee Sapa aiebasx> 
Administrative section: 
Administrative officer. .............. cicia paies th hintinaredaaaimnee eee ee 
NTE ne ee eee _) eres 
e265 vce Gol cr moana Sermo enone ) a een 
Neen nn ne pLueesaneeseoe ) a er 
Total other officers at mission (16) .....--.- eee eee 1, 532 800 





eo oe e anaherandwaboesbune 17, 354 2 5, 130 








1 Includes $800 category A funds. 
3 Excludes $800 category A funds. 


SAN JOSE, COSTA RICA 





thc nctinesendvabpenbinnnetandiwhias gd vbuaedctaueladininstae $6, 576 $4, 450 
rn on enbncamsice caanesunnsiamanasedwnecdecsews 521 
Other officers at mission: 
Political section: 
a OE a is ahah ne edna awd heen aakeats <achibcks | hea enishcians 
ree cae ee eed doe oe eck obansnesigasin easel a We Riacdendéocinteam 
Economic section: 
ei bennndaabiepreeuseansias Kawed ee 
ae in ell eee eke t tS Laon wececnen OP Sindeissinecaen 
lg a ie eee ea om etn enenr ats tans weense 
on cmutine mei psidmlndwadieinmminthine ates wk We titrctAsdvnncan 
Administrative section: 
in nite ere eed Rar ena ane «ines Pt Aaasdancathedh 
cs nia isindikma deans nteeMaseeeesines ek “s W incaucvasenatae 
| ee 580 830 


RN ici ith, aan een ceeesb bbe Renee tines aa 7, 676 5, 730 








en eR I 


erwere ne 


| 
| 
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HABANA, CUBA 


465 





Title of officer 





Other officers at mission: 

Political section: 
I i eae Sein 
I i A PS SoS oe Ee an aaa TCR Raabe oa TON 
I ac kaascessnacene poole 452i! AE AAA CN OS EeSs 

Economic section: 
eee ee mannan io 505 a ate came eeae 
RRR ES OS D280 Lee ood dance Cae banes 
ees MEEIEE WEIR Sc anaccecnsonadeeunaumdacee 
Economic officer 

EN ae aha oo 
pT SES SER AEE Reser k peeep a= 
Economic officer 

Consular section: 
oe rh nuk dbuaunnandicntandeeenesenanaee 
RN RN dh sect agninnnaneeacnnnn wound ganaeeememnn’ 
I I fin ent NS SNe wt oS becuase eae 





ante a os ich ica an ananintinediadidaenmaianadtaitaaaats 
Administrative section: 
ING CO vonisndisnecccansssktivtsenidosnseeseetieel 
IE TD WRI isis i dacnagedcddacndcncisawsannebanatadind 
TINIE « «ss cneesnnagdenenbieneuasverequsebeeseueseeul 
IC EEE CMON coc cncdavadoddodeedeagesenteeconiaexeanueues 
Disbursing officer...... 
OE <0. ucanccdewsiaseuinnudeduaganendqedhoniaukumentia 
Regional attachés: 
Regional security officer 
NIN diac ndancdcccceniderieresenensseseseseuecuiereeen 


Peiel otek eiiseds oh Miletien Gina sc ceccecesacenscqeqineeecsonnes 
i id in ccceckeesdasucenedtzenseescednsssinbeenae 









1 Includes $800 category A funds. 
3 Excludes category A funds. 


CIUDAD TRUJILLO, DOMINICAN REPUBLIC 


I REE. to... see hdieshaee eedaneeeceend 
FE GE SR iritch ccccnstctncinciakneekbinins puch peiabannsh osiekne 


Other officers at mission: 
Political section: 
hes I os Cn aaa eeeeneaiais Gus aes ene aaa 


Economic section: 
I a etre iim a ge ential 
Commercial officer... 
Economic assistant_- 
Consular section: 
Chief consular officer. 
Citizenship officer... 
tC i ent, ccndutdideanciiddutsimieanidhadtadaatarmenneiie: 
Administrative section: 
BNE GRD. ocnindxcitionnainwndentedonandbeseeeeetek 
EE GOES oc .8 nna. cake cckamcesdidindsidea. aredmaiadiiehahakall 


Pets otiver elinete oS Wat CG 6 diinegcnecesseséeeseninaaeceess 








EET Bie GEUINE, .. co cickadcucdeatnadeetaneesdnaeesante eee 





Fiscal year | Fiscal year 


1957 1958 
$7, 500 $6, 000 
1, 638 1,020 
of ee 
OE Weaetetnscccuge 
Di hceestcnnneccs 














$3, 813 $3, 000 
300 
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SAN SALVADOR, EL SALVADOR 















Title of officer Fiscal year | Fiscal 
1957 1958 
rs seeeiabencarruserahawece $4, 250 $3, 100 
ee esausaccuuestlescpeneccccesenvan 257 
Other officers at mission: 
Political section: 
ee oe tae ietin Gn ecee cone ceernenananen miemnbetees tits cscs aces 
Da emt tt i nsadkidegendartncodeuserensechtoereseedanwn acess 
Economic section: 
Counselor of Embassy for economic affairs...............--..-.-.---- Sl Nat vepttonkess 
th. canna Gaiminieeieduness tenedenbeddsaahape keane rae inSain 
ADB. donkahadhaninedinaegmaaenrsnacadinadsowenmuminias Beeler cadics sans 
Consular section 
I eee cn cutinne eased einumn SE iene to cabs 
Re oe dh mesa enanereerimmebennwe Dee Cabanas 
Administrative section: 
oi ss ec een nlecmamon eunicnmninn ie ite: Ly Se 
I nai saa giieobnlibicg a cats 
een renee Gnas OF MMO ) «2.5 nn ccc cc cccncccccccconncane 1,279 700 
I san Lee ean a a eee abeeeesnenehrereoen 5, 786 4,770 
QUITO, ECUADOR 
ee SS ee ceed bdaseesediubaddsuciegubesesenhouee 
SN 8 ran ic etd ecdb ene saseneeacisnsnnanebnanehd 
Other officers at mission: 
nS f ORURONN QUNON sic ccncccccccnsncascscsnaveccccoonqaud 
Economic section: 
ON so inesedeceanudsecneesbbebeseenes 
Economic officer... 
— officer - 
eee RensnQeeedaduad 
Consular section: Consular officer 
Administrative section: 
i rc cnganendsaeenessesiasiabstakinenwans 
als ansilnrctmeta ences eaeaanMaiiamininioe 
acc dsecbendehernnendeceesiaaKendiowtagadisuckh 
Total other officers at mission (9)..........-.-.-...--.-.--.-...---- 
IR did: < i beatin beakinehanna ani iennoeine base: 
GUATEMALA, GUATEMALA 
Am a a aces len ato dace Sib bom apieagipleisisesbinininepaaimaianntn daw ter $6,175 $4, 500 
an stedatGadensdsnasesbaerssocnubesescuad 185 
Other officers at mission: 
Political section: 
Ns cccadiesssiudaninewdendsntsucgdectorcdsinn' og 
I eRe cei dedendtedednnieesdeadabecaadsasneeesease gg ee 
tes cil did SER CLA CARRS KC SCAU REE ERERNRSEeKendasaeusenten DN aiicnctuncrwake 
Economic section: 
RIND GUCCI isn k en cadnsaasindadaccdsiccussecescsouncoecs Ge iiakitinon tenes 
IE it cdbndat caciadcunacndtdebetasdisamsseskensnneenemmen | 4 =e 
Dk cindk ni dd ccenidbeedtinadcebdednninebabdasaioqnensiwdinnen WE Tiduptucsacsaus 
I ins se ninninnibciennnlnnbeneninebitinncminiimmaidece SOO daliciwiwdeese 
Consular section: 
I ienvettnscacacabdenadsdiacnasacsdctacstersessacessuss ire etieusunas 
Pi Adenci cote UibiiaSsswescsecsateieakudseatuetedincssamnbe Woh wanncee 
td iis Bid cantina sdeaanenase dneuhededetnmnitnenuwtins De cianasdeanne 
Administrative section: 
Ne Se ee a) oS 
a eee De iirchiaiaisissedialeiiia 
Se I  nbidabctcdneddsncchadsndsekdccactétisinecdcnisuedé WW liawicniornccns 
Total other officers at mission (13).............-...-...----...-..-- 1, 351 850 
—— 
iis tichindksntachdadishimesimbsonshavieorbiatacaunn 18,075 2 5, 535 
1 Includes $800 category A funds. 


3 Excludes category A funds. 
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en IEC 


oo ge eran me RR Ae enn ae 


oe 


oo a TN eee On 


' 


MUTUAL SECURITY ACT OF 1958 


PORT-AU-PRINCE, HAITI 











Title of officer Fiscal year | Fiscal 
1958 
Seisateatis pietieigse ip Wiese dl Grain chester coepebsesangs eresendoann ole psp aneled aobpetiniad aianianen alae 575 700 
aaa chiel RETESET IDES ERIE TS SRE VEE ESS A ES %, *, 
Other officers at mission: 
IIS 7 VEINED GOMOD 6 jp daccccasducrdcsechouieneswebeesseeell Pe i an dacenel 
Economic section: 
— cdi clcccctasaakbpotmccekeustemececactaanmeel Ge Reece saceae io 
till drink tem meientiachaonsenksiessana oegcmacnstecanaenmeeneaepateneeaaa ee Oe ieanaeseomnace 
Commmaseial I oar ccd ns Acccrctmdasste Nesateem eeecionma naa Oe fee e cs ae 
Consular section: 
—— Iya sic cass dass waicaneeheaeaininjrvn pons ctenae ho ae emadiasetaeadae alae Or iticencncsnabe = 
i clideeh aesh ue aaialstnener aiuiesh diya och canis amonn amauta aateteiadeee OO enc aes oer 
Aduieiaealbes section: 
EO sn od 5 onc cealekcunnadeenscuncaunatenonneeneee FE Binedinn airman iia 
ok, eI ES eT ee We icndectins 
CRI oe Cn cnaceeocasietununnmensendenaeeten eta cece 
Ee eee Ce OF MIE FO) son Sn Sn cca cdcsccicccneeoeasaceenee 563 400 
EN I Ecko nse. s ca cdueuninns scabadahdimennieancrene 5, 100 4,050 
TEGUCIGALPA, HONDURAS 
ied ica aiden noncenemennasaae ae eee samanaaehaaamedaed kacaae $4, 670 $3, 400 
ET CEE Ev inidacncnnkncaassdmuedketananaenhehnagabeaueughatoe’ 672 200 
Other officers at mission: 
Political section: 
Ns i. Gd nadncnnacn bene opadais Once adnan ae tesa eee ot 
RE Ci on iinacancarasknuschuniguueind cncqueyakoteessenes one Ne ears ccineeecs 
BINNS cic abancicaconachatnwunddabepuacuneeh anus Gebaemeaeeeaoe PR ii Gardniidnciie 
Economic section: 
RN Nip erase ckscrrn se nichekcnak ocean acini OO hide scaceniek 
—— GiecdeGccasdesnccesstanmdhcaveuneessansaadssa ene TE Peis cccccanen 
Gulcbbra sath Gata desewagaduasiaeda ae waimea aaa aaceaeeee ee Se ecinae 
RN I aiuto icr oa an aaaa eae ae eka Clann 
Consular section 
cia th sa ait war aniplinen Go's in esas enn ah ob oom es oeaane ae eae aera aaa ee Sg 
Phish in. dnidh conte dan aaedannnaenea ween eins aliaamaneaeeal i lcdtbessuancae 
Administrative section: 
EIN GINO... oo wacacenenenscccawecnunenssenenabaeseeeeeee WE nctondnennen 
TE MEE igcienscccnncnsuncacunsensndaunungubensanhsnceieiee Diicsnascsteccccn 
‘Totaveteen eteers at Mallets (1 issn a ccc conc ccccccccumsgucsennas 1, 087 210 
Ns fn cndcncnecchcckinnssduienessatadgehbadesaaneaias 1 6, 429 23,810 





1 Includes $800 category A funds. 
2 Excludes category A funds. 


MEXICO, D. F.3 





BuO a i nc Lo a deen coi tae taal mann ace eiiaoe 
Se Ce IIIS dn dictncciedconesdoisidedapiicesaseaksivenseiumsenes 


Other officers at mission: 
NR Te ann cnn dncupeaendaannasennssaussaainneee 
I EINE BO I a cg cdi acsennsusancdewesdtndecaawaannl 
SI Oi od olin paniigisi heidi eed seciie-eanieirleaabalaetae 
GTS SOURIEET 0B DOIN. dicen ancnccsncencscunnssncncdccégwioeed 
TRU SERENE 3 HOMINIS 5 prin cnesteccdnsdwccsunscencedecccciausaton 


Total other officers at miasion (46).........cccoccccccucccccecesccsneses 
A Ce I is oh ois Lecndidcgeesensekeamnaneaeneeebeanane 


$7, 026 $6, 500 
910 

SOE Pek codmagevosee 
Fe AOE etwowesnseasus 
| 

We Detnnteesssee 

IU cence pet anaes 

6, 166 3, 500 
114,018 2 10,910 





1 Includes $800 category A funds. 
2 Excludes category A funds. 
3 Totals by section. Data by individual officer position not available. 
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MANAGUA, NICARAGUA 





Title of officer ; Fiscal year | Fiscal year 
1958 


1957 
$4, 941 $3, 250 
800 





Other officers at mission: 
Political section: 





ra 92. cic enue heeiacabs cade pawomamocaantayeacune 
i a ans bs Rie ees Casein ena uduencbce name 
Economie section: 
nr 1... 0-7 a ee aaceshacuabescboaasyaccuescatcun 
Steet eked as asaweekeeL oe el bhaacs cabutunaeubcnenackutesccen j 
OP ie 2 Se re eon ask Sikh sedipebn aims mums | 
Cuan ene: SOOMABIAS OINGEE 8. coon coco rrr cetcrecce NS ese : 
Administrative section: 
NE ass cidac pyokanscenkwuseacasucntebeckoaws ) RA see SE 
Enc. 5-200. ocak ganas eee sso ieeveme one aes ear ND dain sth sites | 
I NINES S545 42s soe cee cdevccnmcnubcensccowscecp asda wah 
Total other officers at mission (9)_.-...-..--.-.-------.-----.------ 418 350 
nice welded can enddunukysipebsscakeseunensinmndneul: 6, 421 4, 400 








RS ot sel eek ond ot iwaaesconhabescnbbadmeanseekewtsesce $5, 000 , 900 
NS ee rn cba swans dneieeceesuceeabasewaeweons 1,041 " 
Other officers at mission: 
Political section: | 
SE EE ee ee ed MEE tecrelrrcceusyan 
scan catgeadsarcmenss cp saeenacusgentoede Erte cake acanen 
ee etna. cUancabansweatwaeecbuauswowavccucs | TP eeniwciiueniee x 
Economic section: 
SE SOMO oes sc ccactscscunnsee- Ciwbbettokonsan'ss she ex 
Eee ck ul waccwosacesaanwicheadanerpeubnnc BO rah tibicidlarcrine te 
eee inna sd cnansenacdwocwnesbbacuweucleunewwwean a ican ati a eaciin 
Consular section: 
Deen TN eee cg. Saas akuanbeentnbanunaceneweain alae asl iden 
i | OE Renee nase iisecn 
rE et eo iniba dee debbie acaocns Uune wenden Gnwewenan ie naignus 
ne cerca icnnucennsiaiehenn skaauinansauenacn ss | . ieee ata 
Administrative section: Administrative Officer. ------------e-nenenn-ns| Oe cacnnae ( 
Regional attachés: Regional security officer_...............-.------.----- OMG fect tucdewsesc 
Total other officers at mission (13)...........--..----.----------------- | 1, 590 800 
Nr A SS a eenee es | 17,631 5, 165 
| 
} 


1 Includes $800, category A. 
§ Excludes category A funds. 
ASUNCION, PARAGUAY 











Amnbaasador ......-...--- 252-2 - 22 - += seen sw sno cnnenesnsesesesessessesseces $3, 034 $2, 500 
IN oan cose nncccenekaseeecnascsabiceudsasceseeasgaaute 514 240 
Other officers at mission: 
Political section: 
EE MONEE. - ,..o sncnnacsbasubeuacheacadgabecccanueunce ewes. S 
tee ana enagvosnbasandasscabbbbahisnbhneuseueus arendivetccas 
Economie section: 
Chief of economic section ease. cn as 
Economic officer...............-- ae 
SS RES Sa 4 eee 
Dh Ast ainadenbenpcoshenens WP Gindbdisdiossen 
Consular section: 
Se hithintiiadintokeranconicces | ae 
ee WitvceniranvunaGae 
Administrative section: 
Administrative officer. ._--.-. 
General services officer - - ---- 
NE I isc ccaviccenccouces 
‘Totel other eiiicers of mission (11) .....ce.ccccccsnsscscesccnceccccce 1, 439 550 
Total all officers................cccccesemceeseeccecesenesencceconene=- 1 4, 987 2 3, 290 
1 Includes $800 category A. 


2 Excludes category A, 





) 
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LIMA, PERU 
Title of officer Fiscal year | Fiscal year 
1957 1958 
III SOR BBA Sd Ta) anak nah nee kame mtaaiac eethadl anal $3, 347 $3, 800 
BE CNN CRMC So wifo ss ca cnndtnaucmvahawdhainasunas somemekaawaseoe ae 2, 374 
Other officers at mission: 
Political section: 
Chief, political section Seabird nenedint 
eNOS cn cbdcuncacnancuncudetaameaakmeinn OE iat eniscconictstie 
BEL Gikukinthwadkecah WT Ohcinitiihorestieaotecte 
SN Toke ies. Len jolica A ed casei shat tole hed Gomialel teeta iotaceidica cies cede ee We Et tic cbtietncad 
Economic section: 
IIIS ea cca cea i alaietint ten ewateens 
TE IIIIIIN So i  cwinni pA Rcininnc san ighia Saiginasentwnintwn <ciepaaieie aera eer NE iisisgiich nits seen 
Se ti iceciscini i ncn neg mio bemnnn tans mnniniinille twticme ded WOEE cet s onccannienes 
I OI ices neni Acdece isan adua meng poems iene ia aaa » (RE 
Ny GENE hich actin dda eed Sdmaenanhaceanaaene Ba eeeeee ae hccnnsicakieie 
eu can basin delve dune tdenadwan Ranktine sa cananenenaaonade Yt Seer eee 
Consular section: 
Coys vet adicis ducted tine cekédewcestibdals steak wntlcundiden tee mince e Se CetdlanicsSapcabstetuen 
INE oi cn oa wee seakneaxendndinnuncaiatbe amt basaaaienmdiadaceies OO Rihetintnitcncuinn 
Administrative section: 
ee GE CU i one saint a tehadecananliceaatbanamaiaees igh ees 
IE IIS ets et i eee Re ees a ou WE Ri decedcaeens 
MI I ies ccs itis ir se inten then epic eo lptcba Dies eee 
Regional attachés: Regional security supervisor _................------.- OP iitetakentchncnts 
i | a a a 3, 000 1, 800 
} 
Te iis 5 bacnntbacntnntiveudieissVeamtienbant ieee 18,721 2 5,940 
1 Includes $800 category A. 
2 Excludes category A. 
MONTEVIDEO, URUGUAY 
Ambassador-___-_-- 5 ik se deviiquteeleinssipspeiosete ssi ins eclaomensn i ec moma talk eal ania $6, 339 $4, 650 
SPE TI ON II oe own onde wnthancnteacutedepananieeencodna ee sonoen 530 245 
Other officers at mission: 
Political section: 
SE IN 22 255 «aeons aimpiedaleiedels ional medina minad, aie eked CO tie videsdhsune 
PN NE cn ce deal daaee idl acing ete ead es ae We eka n coke cce 
BPES cu cb ak bla seek ia pl babe ede ei wighs Semiedtgt ap ocbaeaina Be ecivennen cesta 
PRS pak vahebonache vom ain ichipapiin cease see aacnaal acim DE a htwidenweae 
TMION DUNE. on FoR La ond cle nade ake aceasta he Oe iedbhndsnne 
Economic section: 
SON DEicosik oes sts id 5 chad chs) es Dees : Gri dapeibhabe<ins 
Thee eens cicantireian chins bncinianobisudidinadigindkanddicantagckkee @ d,s 1. ae 
CN NOI 2 ccs cenauceniccieauecouene ee eae West ee 
Finance officer. _.-_- doe SOD Fac 
Consular section: Consular officer TOD hs acest 
Administrative section: 
General services officer OO Bncscccddaa stain 
STURN CRN a S05 sn Sh enh se ks G85 .1...nhghs 
Total, other officers at mission (12).......-- ae lara ee ee 1,811 1, 025 
ENE ee CUNNING de eet dudiads sadiabindswduntessbedancadeneitt 1 8, 680 2 5,920 


1 Includes $800 category A funds. 
2 Excludes category A funds. 
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CARACAS, VENEZUELA 


Title of officer Fiscal year | Fiscal year 
1957 1958 
ee boar tin cna io pub DN Sed dep CaeedEwEeaNeRnes $11, 550 $9, 200 
I ii cine ue dda cide idiReieiceucdacEces 1, 833 1, 950 
Other officers at mission: 
Political section: 
ie ieee tise cakes RRA Av ebeeseesacans Le 
es a pcinicntnnictatin ciddgekeddencdddsineteiddeduawuscecuws Pa accecana 
seine ccuerametne ocknaeeEsacdederbchdesecusssques Ph citcaeeincs 
NR a itidinnii chk cee cece cc RedAeEa at erphadaKcesnensesed Webs Acatcdes 
Economic section: 
ND iii do cid cc indian cnawn Ceeenetencdccdtuecwwtsecesnate gE ere 
Ne ntcig ended kbs edetnees Ii nins sugeednoeweneeas WM Eick cdcenanns 
SS abi ciccdlbdnventanaddcddebeecdentasgeudereseaceud BP fokalinbeudcnccs 
NIN i ir wrens cncnctsddstectckdaaeetoececsme — Mitts dcna<cn 
I since cciiccicnsdeccdnscdcdsscdeseuscnesstcscessswenscese PeRic Gsdkedcce 
Consular section: 
i pe ciendncendtethintiadcccdeadddddesdpituntedsadectacswunsex OER Boe dadncticcnn 
i dskientcimidiondatdédkeDesedddetbipeachscenawssoniesdante« 4 a a 
a ail ae a arr ee ie ni ela ts weer aleaiagra Op valupliWdecws 
PE x inccnimendiidcddcatsdeutcddéssnmidibadatanddessasedasicones We ct dedeakcncwe 
SE a a ee ee re Seen nee sae waipaketseane 
DN, dink vi.nkinsnacthectmeeCiidbbbbelckesewisaqnesadecnicnakesapas Psa ciisineicso 
Administrative section: 
a ce hind een Neen OnReeonn hem Me aaa ckcadecanti 
NS ea ca tannecaiAdcndanatdecdscuesseccencedansknes Di aigeedanwes 
ee ine Dances hb RRGAbaeTnnbnneesdnecousnewedsschan isc dsceeibeat 
I NNN GU rccic cance scsecccccewscdccucecscacanecacace DD hie clint pnecns 
Regional attachés: Regional security officer................-.------------ Wiksitimeidiensee 
ee SID SID BUEN itn erreicncdcenncectadecndccccsnccess 4, 063 3, 350 
I ii oa cia cenit ctee stunts pedepceweeceeencnnss 17, 444 14, 500 





Senator Morse. I have, Mr. Secretary, this question that was put to 
the Secretary of Defense on March 19 by Senator Mansfield and the 


submitted reply. 

I would like to have that, Mr. Chairman, printed at this point in 
the record, too, so that I may refer to it later. 

(The question and answer referred to are as follows :) 


Question. Would you be willing to furnish the committee with information as 
to the amounts and kinds of extra compensation and other benefits received from 
the Latin American Governments? 

Answer. We now have military assistance programs with 12 Latin American 
countries (Brazil, Chile, Colombia, Cuba, Dominican Republic, Ecuador, Guate- 
mala, Haiti, Honduras, Nicaragua, Peru, and Uruguay). In each of these 
countries, there was at the time of the commencement of military assistance 
an existing military mission with the exception of the Dominican Republic. 
In the Dominican Republic, there is a Military Assistance Advisory Group. In 
addition to the countries listed above, we have military missions but no MAAGs 
with the following Latin American countries: Argentina, Bolivia, El Salvador, 
Panama, Paraguay, and Venezuela. 

Altogether, there are 584 American military personnel assigned to military 
missions or MAAGs in Latin American countries. Of these, 404 are in countries 
in which we have a military assistance program. Of the above 584, 436 are 
accredited to respective governments and receive compensation therefrom. 

The compensation received from foreign governments under the above arrange- 
ments ranges from a maximum of $4,500 per annum to a minimum of $240 per 
annum. It should be noted that in those cases where members of the 
United States Armed Forces are receiving compensation from foreign countries, 
station allowances are abated to the extent of the foreign compensation. At- 
tached hereto for the committee’s consideration is a document showing the rates 
of compensation as approved by the President in 1942. 

In addition to the authorized compensation shown in the attached chart, each 
individual receives from the host government, in place of the perquisites he 
and his dependents would receive from the United States, medical care (which in 
most cases is far below the standards enjoyed by the service personnel and 
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their dependents within the continental United States or in areas where medical 
facilities are run by the United States Armed Forces) ; commissary and post 
exchange privileges (which are almost nonexistent within the connotation of the 
words as used in United States terminology) ; leave; and, in a majority of cases 


(dependent upon financial ability of the country) payment of transportation to 
include household effects, to and from the country. 


(The attachment is classified and is in the committee’s files.) 


MAKING INFORMATION PUBLIC 


Senator Morse. I am concerned, Mr. Secretary, by the notation at 
the top, “Please note that attachment is ‘For Official Use Only’.”. Why 
is it so designated ? 

Mr. Suurr. May I answer that, Mr. Chairman ? 

The Cuarrman. With the consent of the witness. 

Mr. Rusorrom. Yes. 

Mr. Suurr. The reason I think Colonel Hanford alluded to a min- 
ute ago is that there is some question as to whether it is in the United 
States interests to have a comparison made public available to these 
{Latin American countries so that they can see what relation they pay 
to what some of the other countries pay. 

Senator Morse. Do you think interested groups in the United States 
should be denied this kind of reference data with which they might 
carry out more intelligently their citizenship obligations in advising 
us, the Congress, as to whether they want these things modified or 
not? If they do not know the facts, how can they advise us? 

Mr. Suurr. I am sure, Senator Morse, they would not want them 
if they thought that it would not be in the best interests of the United 
States where applicable. 

Senator Morsr. That is the old argument of which comes first, the 
chicken or the egg. If we are going to have the American people 
determine our foreign policy, which is their basic right to do, I re- 
spectfully submit that I think you have to stop keeping the facts from 
the American people. You have to submit to the American people this 
question of hatha it is good policy to be supporting Batista and 
the question of whether it is a good policy to be having foreign gov- 
ernments pay part of the compensation 9 Fvabenea military person- 
nel who then recommend on foreign aid and see what the answer 
would be. 

Mr. Suurr. The recommendations made by these same people as to 
what level of aid these countries should get is reviewed several times 
before it becomes a program. It is reviewed by a unified command in 
Latin America, a United States unified command. It is also reviewed 
in this country right here by representatives of the Department of 
Defense and the three services, ICA, and the State Department, 
before it gets to be a program. 

So I would guess that there are some real substantial checks and 
balances built into this situation before it gets to a point of being 
concrete. 

Senator Morsr. Except the American people, and I intend to get as 
much information out for the American people to review as possible, 
may I make that clear, Mr. Secretary, and stop you people in the 
Defense Department and in the State Department from operating, 
what I think is a growing threat, a government by secrecy in this 
country. 

23578—58 


31 
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RATIO OF GRANTS TO LOANS IN LATIN AMERICA 


Secretary Rubottom, could you tell me what the result of your 
recommendations this year are in regard to the ratio between grants 
and loans to South America ? 

Mr. Rusorrom. Senator, the recommendations that we have made 
here in this presentation today for grant aid under what we call spe- 
cial assistance is for $23 million to two countries. Actually, a third 
country which has had economic grant aid will be using an amount 
which was authorized and appropriated last year. 

The relationship of that figure to loans would, of course, depend 
on the amount of the loans that have been made. 

I think that we could say roughly on the basis of last year’s loans by 
the Export-Import Bank, and I think you would have to add to that 
loans under Public Law 480. 

And, of course, this year there will be some loans under the Develop- 
ment Loan Fund. But let’s take last year. We also had the Smathers 
amendment loans which totaled about $12,850,000. I would guess 
that that ratio would be somewhere around 3 or 4 percent. 

T am just guessing, and I will try to show you what the grant figures 
are and what the loan figures were for fiscal year 1958. 

Senator Morse. Without taking more time today, Mr. Secretary, I 
wonder if you would do this for me. 

I am interested this year for this Latin American program in three 
things primarily: One, I want to see a breakdown of loans and grants. 

I want to be able to answer the question, What am I voting for for 
South America this year in terms of loans and grants, and I would like 
to have that broken down project by project. 

Mr. Rusorrom. Yes, sir. 

(The information referred to is as follows :) 

Question. What is the relationship between loans and grants to Latin America 


in the fiscal year 1959 budget presentation? 
Answer. 


Grants and loans to Latin America under mutual security program 




















1956 1957 1958 ! | 1959 2 
cae se |__|. canara ee Seeweslie 
Grants, special assistance_........---..--------- ---2-| 944,115 4 38, 283 | 30, 000 | 23, 000 
Loans, special assistance. ___.____---- pidge le seus eal 0 | $12, 850 | 0 | 0 





1 Estimated. 

2 Pro “d. 

3 Was listed as development assistance in the fiscal year 1956 appropriation. 
4 Was listed as defense support in the fiscal year 1957 appropriation. 


The mutual security program in Latin America has consistently been a tech- 
nical cooperation program with limited grant aid for strictly emergency situa- 
tions where loans or other sources of financial assistance were not applicable. 
One exception to this was made in the authorization and appropriation for 
defense support funds for Latin America for fiscal year 1957 under section 131 
(c) (4) when $15 million was provided for projects or programs that will clearly 
contribute to promoting health, education, and sanitation in the area, joint health, 
education, and sanitation assistance programs undertaken by members of the 
OAS, and land resettlement programs, for the purpose of advancing economic 
development and agricultural and industrial productivity. It was provided that 
not less than 75 percent of the funds should be loaned for the specified purposes. 

As shown above $12.85 million of these funds were loaned to Latin America 
while $2 million (included under grants above) were provided to the Pan Ameri- 
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can Sanitary Bureau for the malaria eradication program and to the Inter- 
American Institute of Agricultural Sciences to assist in improving and expanding 
the Institute's facilities at Turrialba, Costa Rica. 

Although no loans are being proposed under the fiscal year 1959 mutual security 
program as presented to the Congress, other agencies of the United States Govern- 
ment as in the past, as well as the Development Loan Fund, will in all probability 
make substantial loans to Latin America. Inasmuch as loans authorized are 
based on applications received, or sales of surplus agricultural commodities as 
in the case of Public Law 480 loans, and are not programed in advance, no esti- 
mates are available concerning the total amount of funds (both dollars and local 
currency) which may be loaned to Latin American countries in fiscal year 1959. 
Nevertheless, it is believed that the following data on loans authorized during 
fiscal years 1956 and 1957, and the first half of fiscal year 1958 will afford an 
indication of the possible magnitude of such loans in fiscal year 1959. 


Loans by United States agencies other than ICA to Latin America 


Loans authorized Fiscal year Fiscal year | Fiscal year 














1956 | 1957 | 1958 ! 
See —————— ee fm — — —— t — _ 
Public Law 480....-...--_--- wicuyincn ease ae ; $14, 850 | $192, 345 | $15, 600 
ee -Import Bez unk _ side Shen tell 157, 200 | 396, 800 158, 900 
U. 8. Treasury standby 2. bas Seed oh aok 97, 500 | 105, 000 | 120, 500 
Moat g heise os ter aegne Lasatee eek aes 269, 550 | 694, 145 | 1 295, 000 


1 Ist 6 months only. 
2 The figures represent the total agreed upon including amounts agreed upon in prior years. These are 
not actually loans but stabilization funds to be drawn down only in case of extreme emergency, 


In addition, it should be noted that pending applications for Development Loan 
Fund loans for Latin America amounted to approximately $280.7 million on 
March 18, 1958. 

Senator Morsr. Second, I would like to have a statement from you 
as to any change in State Department policy in approving loans for 
specific economic productive projects. 

As you know, my view as chairman of the Subcommittee on Inter- 
American Affairs is that we can best help South America by helping’ 
the people raise their own standard of living through specific projects. 
What are we doing in the program this year that would justify Sena- 
tor Smathers and others of us that are strong on the loan approach 
saying to our constituents, “Well, at least this is the trend ; there is this 
much i improvement on this project-to-project approach ? 

I would like to have any help you can give me on th: it because I 
intend to raise a lot of questions about it in this debate. 

(The information referred to is as follows :) 

Question. Has there been any change in State Department policy in terms of 
approving loans for specific projects? 

Answer. There has been no change in policy concerning approval of loans for 
specific projects. The Development Loan Fund has established specific criteria 
which will govern loans to be made in accordance with the provisions of the 
Mutual Security Act, as amended. These criteria are more liberal than those 


applied by the Export-Import Bank, but are less liberal tin those governing local 
eurrency, Public Law 480 loans. 


Mr. Rurorrom. All right, sir. 


MILITARY ASSISTANCE BREAKDOWN 


Senator Morse. And third, I want any help that you can give me 
on the breakdown of military aid country by country. I want to see if 
there is any reduction in the trend of our military expenditures in 
South America. 
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‘i ce information referred to is classified and is in the committee’s 
es. 

The Cuarrman. Does the witness wish to comment ? 

Mr. Rusorrom. We will undertake to provide this information in a 

eneral reply on your third point there which you just raised. I think 
the relation of our military assistance program to Latin America for 
which we are requesting $54 million stands out rather clearly if you 
compare it with the total amount budgeted by the Latin American 
countries for military assistance purposes of well over a billion dollars 
for this year. 

That does not take into account the other countries who are not 
receiving military assistance from us, but that at least puts it in the 
proper perspective. This amount is, I would say, certainly miniscule 
and marginal, but we think it advances the United States interest by 
enabling us to have these ties with countries who have military 
responsibilities because of geographic location and other factors to 
help in the defense of the free world. 

Senator Morse. That is all, Mr. Chairman. 

The Cuarrman. Have you any questions to ask, Senator Hicken- 
looper ? 

NONINTERFERENCE WITH SOVEREIGN STATES 


Senator Hickenwoorer. Mr. Secretary, the Latin American peo- 
ple are very proud, as you know, as individuals. 

Mr. Rusorrom. Yes, sir, they certainly are. 

Senator HickeNwoorer. And they are rather quick to resent any in- 
fringement in a field that they believe is ultimately within their own 
sovereign right to determine, do they not ? 

Mr. Rusorrom. Yes, sir, they are that way. 

Senator Hicken.oorer. I am getting back to this question of Cuba. 
It is a regrettable situation whichever way you look at it. But some 
years ago on the first trip I took around South America there were 
two statements that kept coming up all the time. One was “Viva Boli- 
var,” and the other was “nonintervention.” You heard that every- 
place, wherever you went. They are proud of their heritage, traditions 
of freedom. Yet often they are like man and wife. If they have a 
scrap, and an outsider steps in, regardless of the merits on either side, 
they both turn on him. 

I wonder if that sort of thing necessitates our being quite cautious 
that we don’t get ourselves into a position of dictating to the people 
down there the type of government that they must have. 

In other words, haven’t we tried to lean over backwards so that we 
could not be accused of dictating the type of government they should 
have down there, and tried to let them work out their own affairs 
politically ? - 

Mr. Rusorrom. Senator, I certainly agree that has been our 

olicy, and I think that much depends on our maintaining that posture. 
feel that one of the greatest advances that this country made more 
than 20 years ago was when it announced for the whole world as well 
as our friends in Latin America its intention and its commitment, 
its solemn obligation to allow them to work out their own internal 
problems and not to intervene in their affairs, and that no other per- 
son or country intervene in their affairs. 
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Senator Hicken.oorer. The situation with Peron in the Argentine 
had of course features which none of us agreed with certainly. But 
having been in the Argentine several times and talked with a lot of 
people there, I became thoroughly convinced that if we gave the strong 
appearance of attempting to dictate to them or of supporting some 
other group down there, they all would have turned on us and they 
would have said, “This is our fight down here. Let the colossus of 
the North stay out of here.” I got that opinion consistently. 

Mr. Rusorrom. I would agree, Senator, that the espousal of a 
cause by the United States in Latin America would tend to make that 
cause or that person have a more difficult time than he otherwise 
would, that definitely it is in our interests to stay out of their affairs. 

Senator HickenLoorer. That does not mean that we should not use 
our good offices when they give us the opportunity to advise with them 
and should not consult with them on economic and other matters, 
to do so. 

Mr. Rusorrom. That is true. We certainly do not condone im- 
proper activities or things that by any standard are considered wrong, 

ut we feel that it is their responsibility to work out their situations 
and I think we should refrain from getting into it ourselves. 

Senator Hicken Looper. For instance, a few years ago I had a very 
interesting evening with 2 or 3 very prominent Argentineans who 
thoroughly and utterly hated Peron. They said some very mean things 
about him. 

I said, “Do you suggest that we do something about it?” I didn’t 
suggest that we do something about it. I asked them if they were 
suggesting that the United States do something about it. 

Well, they almost came out of their chairs and they said, “That is 
the last thing that we would want. We want to settle our own affairs 
and we will take care of this situation eventually, and in our own way. 
The worst thing in the world would be for the United States to come 
down there and try to put somebody else in office.” 


DEMOCRATIC IMPROVEMENT IN LATIN AMERICA 


I do not know whether you have the same feeling or not, but I have 
a feeling that gradually a number of these countries are going through 
a political evolutionary process, arduous as it may seem, to the point 
where their forms of government are more the forms of genuine 
democracy. I feel quite encouraged about Colombia. At least I think 
they have made substantial progress toward real self-government as 
against a dictatorial hierarchy. And perhaps Venezuela is solving 
its problems. 

I feel that Peru has made substantial progress. I think it is very 
heartening that the last two Presidents of Ecuador have served out 
their terms; I think they are the only Presidents that ever did serve 
out their terms. I think it is very heartening that Bolivia has its sec- 
ond President serve out a term after they have had, I think, 128 
Presidents in 125 years of their national life, or some comparable 
figure of that kind. 

I am encouraged that definite progress is being made, and especially 
since, some years ago, we said to the world, as you mentioned a moment 
ago, that we were indeed and in fact going to stay out of the internal 
affairs of these countries. 
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I guess nobody knows for sure what is going to happen in Cuba, 
but Cuba is our neighbor. Cuba is in a very important geographic 
and strategic spot in this area. I do not quite take the attitude or 
the view, as I understand Senator Morse’s view, that we are aiding 
Batista, because if I took that view I would have a little different atti- 
tude toward some of these things. But I do believe that in our own 
interest we have to see that our position, regardless of what the in- 
ternal solution of Cuba may be, is one of reasonable security and 
friendship with Cuba as an entity, not with Batista’s Cuba or Ba- 
tista’s enemy’s Cuba, but with Cuba as an entity and as a part of this 
hemisphere. 

While I certainly realize it is not the easiest job in the world, I 
think we must move with some reasonable caution to maintain our 
position without letting personalities govern the relationship one way 
or the other. That is all I have, Mr. Chairman. Thank you. 


QUESTIONS TO BE ANSWERED 


The CHatrman. I won't ask any more questions now, but I will 
insert in the record at this point a series of questions prepared by the 
committee’s staff, and I ask the administration to supply answers to 
these questions. 

Mr. Rusorrom. All right, sir. | 

(The unclassified portions of the questions and answers referred to | 
are as follows:) 


RESPONSES TO QUESTIONS SUBMITTED BY THE SENATE COMMITTEE ON FOREIGN 
RELATIONS RELATING TO THE MUTUAL SECURITY PROGRAM FOR LATIN AMERICA 


“What would be the administration’s reaction to including the sense of Sen- 
ate Concurrent Resolution 73 in the policy section of the Mutual Security Act? 
The resolution, introduced by Senator Morse March 18, reads as follows: 

“Resolved by the Senate (the House of Representatives concurring) That it 
is the sense of the Congress that, in furnishing assistance under the Mutual ( 
Security Act of 1954, special consideration should be given to the needs of ] 
Latin American countries (and of organizations, persons, and other entities I 
therein) which adhere to the charter of the Organization of American States, ( 
with particular reference to article 5 (d) thereof which states that ‘the solidarity t 
of the American States and the high aims which are sought through it require I 
the political organization of those States on the basis of the effective exercise 


of representative democracy’.” k 

It would appear to be the purpose of this, resolution to cause the United } 
States to distinguish, in the administration of the Mutual Security Act, between t 
those Latin American countries whose political organization is based on “the ; I 
effective exercise of representative democracy” and those whose governments ' t 
are differently constituted. The administration believes that an attempt to ' 0 
earry out such a policy would have harmful effects on United States relations ; v 
with the other American Republics and therefore advises against the adoption ; 0 
of this resolution. ; p 

There is no question but that the Government and people of the United States ‘ v 
as a whole share the belief that representative democracy is the best form of ti 
government which has yet been devised and that we are gratified when other ‘ ‘ 
peoples freely choose to adopt this type of governmental organization. The i b 
Department of State consistently attempts, in carrying out our foreign policies, ‘ a 
to create conditions favorable to the practice of democracy. It is, however ; te 
inherent in the concept of democracy that it must come from the people: it : 
cannot be imposed on foreign peoples from the outside. The Charter of the a 


Organization of American States recognizes both the desirability of democracy 
and the impossibility of imposing it, the former in article 5 (d) quoted in 
Concurrent Resolution 73, and the latter in article 15 which states: 

“No State or group of States has the right to intervene, directly or indirectly, 
for any reason whatever, in the internal or external affairs of any other State. ! tr 
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The foregoing principle prohibits not only armed force but also any other form 
of interference or attempted threat against the personality of the State or 
against its political, economic, and cultural elements.” 

An attempt by the United States to administer its laws in such a way as to 
discriminate between States on the basis of the internal organization of their 
governments might well be regarded as a “form of interference * * * against 
the personality of the State or against its political * * * elements.” 

It should further be noted that the charter of the OAS does not permit of its 
unilateral enforcement by one of its members. Each State in signing and 
ratifying the charter reaffirmed the general principles set forth in article 5, 
but each must decide for itself the manner in which these principles will be put 
into effect. Neither the United States nor any other member has a mandate to 
determine the form of compliance. 

The adoption of the resolution under consideration would further create dif- 
ficulties for the United States since it would seem to require that a determination 
be made as to whether each State recipient of aid under the Mutual Security 
Act was “adhering” to the charter with particular reference to article 5 (d). 
It might be supposed that such a determination would be simple, but in fact 
the decision would in many instances rest on subjective factors which might 
well differ from person to person. The problem would be greatly magnified 
if consideration had also to be given to the political principles of ‘“‘organizations 
persons and other entities.” In this respect, the scope and imprecision of the 
proposed resolution would make it virtually impossible to implement. 

It may be pointed out that the introduction of a special criterion for ad- 
ministering the Mutual Security Act in Latin America which is not applied in 
other parts of the world would be certain to cause resentment among a great 
many Latin Americans, including many whose governmental institutions are 
generally regarded as thoroughly democratic. The Department would find it 
difficult to explain why Latin America should be treated differently from other 
areas. 

In conclusion, it would seem that the needs of the people and the national 
interest of the United States should continue to be the criteria for determining 
the amount of assistance furnished foreign countries under the Mutual Security 
Act. Within this framework, the creation of conditions suitable for the exercise 
of democratic principles of government is one of the factors which is given 
consideration in apportioning MSA assistance. 


2. Argentina 


“The New York Herald Tribune of March 9 reported: ‘Argentina under Presi- 
dent-elect Arturo Frondizi may invite both the United States and Russia to com- 
pete in the development of its industry, especially petroleum. In the event this 
policy is adopted, it could quickly spread to Brazil, Chile, and other Latin Ameri- 
can countries.’ What would be the administration’s response to such an invita- 
tion? What is its comment on the possibility of such a policy spreading to other 
Latin American countries?” 

Statements attributed to responsible Argentine officials and conversations we 
have had with them would give no ground for the speculation contained in the 
New York Herald Tribune article of March 9 that the new government of Argen- 
tina contemplated adopting a policy relying on competitive bidding between the 
United States and the U. S. S. R. for the developinent of its economy, and par- 
ticularly of its petroleum industry. Rather, public statements of responsible 
officials have indicated the need for the adoption of measures by Argentina which 
would attract foreign oil company investment to work with YPF Argentina under 
mutually suitable arrangements to attain the maximum development of its 
petroleum resources. In fact, quite recently an executive decree was issued 
which would permit YPF Argentina, with executive approval, to enter into nego- 
tiations with foreign oil companies for that purpose. It remains to be seen 
whether in the administration of this authority sufficiently attractive terms will 
be offered to obtain the foreign oil company participation required to 
achieve Argentina’s objectives in petroleum development. There is reason 
to believe that by offering terms competitively attractive with petroleum invest- 
ment opportunities in other world petroleum-producing areas Argentina could 
attain the foreign oil company participation desired. 

In considering the financing of petroleum industry operations, a better appre- 
ciation of the problem can be obtained by dividing it into its two generally dis- 
tinct phases, namely: (a) the risk venture phase, that is crude oil exploitation 
and development ; and (0) the commercial-industrial phase, that is from pipeline 
transport through refining and marketing. 
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Considerable worldwide experience has shown that in the crude oil exploration 
and development phase, private capital is prepared to risk the investment and 
know-how required if adequate assurances are given that if successful it will be 
able to recoup its investment and obtain compensation for the risk involved 
which meets the relative attractiveness of alternative investment opportunities 
in other world areas competing for such capital. Certainly this is not a phase 
in which consideration could be given to the risk of public funds by the United 
States Government lending agencies, directly or indirectly. 

Insofar as concerns the commercial-industrial phase of petroleum development, 
in which the risk is similar to that of other commercial and industrial operations, 
there is ample evidence that private capital, including foreign, has been available 
to Argentina in the quantities required for its scale of operations. 

Getting back, therefore, to the question of how the United States might respond 
to the hypothetical question of an invitation to compete with the U. S. 8S. R. in 
the crude oil exploratory and development phase of its petroleum industry, the 
answer would be that we do not think the Argentine Government is considering 
opening up this phase for official foreign government participation, but that if it 
were it would not be appropriate to consider the use of United States public funds 
for that purpose, directly or indirectly. Argentina’s solution of this problem is 
readily at hand by establishing appropriate competitive terms which would attract 
the private risk capital required, and there is evidence that serious thought is 
being directed toward a satisfactory solution of this problem. Insofar as 
the commercial-industrial phase is concerned, procurement of capital for such 
development has not posed an unusually difficult problem for YPF Argentina, 
or for the foreign oil companies engaged in marketing operations in that country, 
and there is reason to believe that such capital can continue to be procured, 
perhaps in increasing amounts, if a reasonable attitude is maintained which 
will not single out the petroleum industry for treatment different than that 
applied to other commercial and industrial developments in that country. 

The comments made with regard to the commercial-industrial phase of the 
petroleum industry are equally applicable to other commercial and industrial 
developments in Argentina. 

It would be idle to speculate further on the possible reaction in other coun- 
tries in the eventual possibility that Argentina might be considering adopting 
the policy posed by the New York Herald Tribune of encouraging competitive 
bidding between the United States of America and the U. 8S. S. R. in its petro- 
leum industry and in other industrial developments. 


3. Bolivia 

“What is the present situation in respect to compensation for the nationalized 
tin mines?” 

At the time these mines were nationalized, the Government of Bolivia, in its 
nationalization decree, provided for compensation to be paid to the owners 
based on the value of the properties as carried on their owners’ books, less 
outstanding obligations to the Government. The provisional book values men- 
tioned in the decree totaled some $18 million. This figure has not been accepted 
by the former owners, and little progress has been made in their negotiations 
with the Government to amend it. However, in 1953, the Government con- 
cluded an agreement, which was renewed and revised in December 1956, pro- 
viding for payment to the former owners of amounts based on a percentage of 
the current production of their former properties. These payments are con- : 
tinuing and as of February 28, 1958, the latest date for which statistics are : 
available, they totaled approximately $16 million. 

Although on April 12, 1954, the Bolivian Government and Patifio Mines and 
Enterprises Consolidated, Inc., the only one of the former owners having any 
United States interest, appointed representatives to a joint commission to 
negotiate a final settlement of the company’s claim, these negotiations were 
suspended in July 1957, when one of the Bolivian Government representatives 
died and another resigned. No replacements for these two Government repre- 
sentatives have been named and the negotiations have not yet been resumed. 

The Department is not aware of any such negotiations between the Bolivian f 
Government and the other former owners which have no United States owner- : 
ship. ' 


4. Chile 


“The presentation book (p. 47) says that ‘progress has been encouraging’ in 
efforts to arrest chronic inflation. In view of the fact that the cost of living 
increased from 100 in 1953, to 172 in 1954, to 302 in 1955, to 471 in 1956, to 640 
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in 1957, in what sense has progress been encouraged? Would more progress 
be made if Chile reduced her defense expenditures, which amounted to almost 
10 percent of the gross national product in 1957?” 

The Chilean stabilization program has been successful in progressively re- 
ducing the rate of inflation. The program was instituted at the beginning of 
1956. In that year the official cost-of-living index registered an increase of 
87.7 percent compared with an increase of 83.8 percent in 1955. In 1957 the 
increase in the index was 17.3 percent. 

Since the Government’s budgetary deficit has been among the more signifi- 
eant factors creating inflationary pressures, a reduction in spending for defense 
or for any other governmental activity would tend to contribute toward arresting 
the Chilean inflation. According to a recent analysis, whereas the overall 
budget for 1958 contemplates an 0.8 percent increase over 1957 budgetary out- 
lay in real terms, expenditures contemplated for defense in 1958 are, in real 
terms, 7.8 percent less than expenditures for defense in 1957. 


5. Dominican Republic 


“(a) The presentation book (p. 85) says: ‘The United States Government, by 
treaty, now has a guided missile tracking station in the Dominican Republic.’ 
When is it proposed to submit this treaty to the Senate for advice and consent 
to ratification?” 

The presentation book is in error. The guided missile tracking stations in the 
Latin American area are established by “agreement” not by “treaty.” An 
errata sheet will be provided changing the present wording to: “The United 
States Government, by agreement, now bas a guided missile tracking station in 
the Dominican Republic.” 

The act of May 11, 1949 authorized establishment of a joint long-range proy- 
ing ground for guided missiles (63 Stat. 66; 50 U. S. C. 501-504). Section 2 of 
that act provides that the Secretary of the Air Force shall come into agreement 
with the Armed Services Committees of the Senate and the House of Represent- 
atives with respect to the acquisition of such lands, rights, or other interests. 
The Department of the Air Force obtained such approval from the aforemen- 
tioned committees before the agreement was signed. 

[ Deleted. ] 


6. Guatemala 


“The presentation book (p. 115) says that 75 percent of the 3.5 million popula- 
tion is dependent on agriculture, but that 30 percent of the cultivated land is 
owned by 1,100 families. What is being done to correct this situation?’ 

Guatemala is attacking the landownership problem through the distribution 
of Government-owned lands. Since the political change in 1954 the ICA in 
cooperation with the Government of Guatemala has been operating the rural 
development program designed to provide land plots of sufficient size to permit 
farm families to live above the subsistence level. 

This program has been concentrated on the Government-owned lands of the 
Pacific slope and consists of land clearing, resettlement, agricultural credits, 
and other essential public services required to open up new land areas. As 
of January of this year approximately 3,000 farm families have been settled 
on the larger farms, and more than 10,000 have been awarded smaller tracts. 

There is sufficient Government-owned lands available at the present time, so 
that redistribution of private lands is not being undertaken. 


7. Haiti 


“What does the presentation book mean when it says (p. 128) that con- 
tinuation of special assistance ‘depends on settlement of outstanding political 
problems?’ ” 

When the presentation book was being prepared, a problem involving death of 
an American citizen had not yet been settled. This case began last September 
29 when Shibly Talamas, an American citizen, was beaten to death after he 
had voluntarily given himself up to the Haitian police authorities. Until the 
Haitian Government had taken such action and made such amends as are 
customary under standard international practice in a matter of this kind, it was 
believed that there would not be a satisfactory basis for carrying out an effective 
special-assistance program. With the settlement of the Talamas case in early 
February of this year, this problem was removed. 

A further factor has been the prolonged political crisis that began with the 
fall of the Magloire government in December 1956, and continued for most of 
1957. Under such conditions of administrative instability and uncertainty it 
Was not possible to plan or utilize special assistance funds effectively. The 
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duly-elected government of President Duvalier, which took office last October, 
has now reestablished such a degree of political and administrative normality 
that we are hopeful that special assistance can again be used effectively. 


8. Mexico 


“In a United Press story from Mexico City in the Washington Post March 21, i 
the Director of the Mexican petroleum monopoly was quoted as saying it could i 
not produce enough oil for the needs of the country. Does the United States 
have any plans to help Mexico in this situation?” 

A complete translation of the statement quoted in the Washington Post of 
March 21 out of the rather lengthy report which the director of PEMEX made 
in his annual report to the President of Mexico would be as follows: 

“The industry presently faces, nevertheless, a serious (‘grave’) financial 4 
problem because the limit of its resources hinders development to the level of : 
the needs of the country. Day by day, the problem of imports has for the most 
part been met; but the equilibrium reached is unstable because the increase 
of demand will again supersede our capacity to supply if we do not have avail- 
able the resources necessary to realize the development program for the indus- i 
try which we have projected for some years, and which, if carried out, would j 
have been sufficient to satisfy the vertical increases in demand which have } 
made the import of products necessary.” 

Further on the director of PEMEX amplified on the financial problem by stat- 
ing that the financial problems of PEMEX result from the fact that prices for 
petroleum products have been fixed while costs have increased, and to quote 
him directly again: “The problem lies in the fact that the level of income in 
relation to its operations is lower than in any other petroleum company in the 
world.” He therefore outlined a program for the public subscription of bonds 
to finance PEMEX operations, which was also reported in the Washington Post 
article under reference. 

A complete analysis of the PEMEX director’s report indicates that the lead 
line in the Washington Post article is out of proportion to his rather favorable 
report on PEMEX operations and accomplishments. His statement regarding 
the relationship of PEMEX financial problem to the probable need for greater 
imports, if it is not resolved, was made in the nature of a prediction and 
support for his bond subscription proposal. 

The facts of the case are that while Mexico imports relatively small quanti- 
ties of petroleum products to supplement those produced by its refineries, it 
exports substantial quantities of fuel oil (largely for bunkering operations) 
and a sizable amount of crude oil, so that it has a net export balance of i 
petroleum which represents around 15 percent of its crude oil production. Toa ; 
certain extent Mexico’s import of petroleum products is related to the rather 
widespread geography of the country which makes it more economical to import 
into certain areas (e. g., Lower California) than to supply that demand from 
its refining and distribution centers. This marketing problem, however, is 
being rapidly resolved. A recent despatch from our Embassy in Mexico City, 
reporting on a direct conversation with the commercial subdirector of PEMEX 
confirmed that the company’s goal was to stop all imports of refined products 
by mid-1958, with the exception of supplies for Lower California and specialty 
lubricating oils and greases. Moreover, as regards Lower California, PEMEX ‘ 
has announced plans for construction of storage and distribution facilities at I 
Ensenada which will permit it to furnish larger quantities of petroleum prod- [ 
ucts to that area which is relatively remote in relation to PEMEX refining and 
distribution facilities. 

As regards the question of whether the United States has any plans to assist 
Mexico with its financial problem, the PEMEX director’s bond subscription 
plan is being looked upon by that company for its resolution. If satisfactorily 
resolved, no outside financial assistance would be required, other than that 
which the PEMEX director acknowledged he has been readily receiving from 
United States bankers and suppliers of machinery and equipment which he 
states has contributed in an important manner to the development of the 
Mexican petroleum industry. 


9. Nicaragua 


“The presentation book (p. 147) says: ‘Nicaragua’s economy has expanded 
at an increased rate during the past few years.’ The book also shows that the 
per capita gross national product has declined from $249 in 1955 to $238 in 
1956.2. The total gross national product has declined from $310 million in 1955 
to $305 million in 1956 and 1957. Explain this apparent contradiction.” 


2To $233 in 1957. 
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The figures cited refer to the 4-year period from 1954 through 1957, whereas 
the statement quoted was meant to cover a longer period of approximately 15 
years since the ICA program began to operate in Nicaragua. The following 
table from Indices of Agricultural Production in 20 Latin American countries 
compiled by the Foreign Agricultural Service of the Department of Agriculture 
is submitted to confirm the long-term increase in agricultural production. It 
will be noted that since 1939 the production of all six of the major Nicaraguan 
agricultural commodities increased very substantially. 


Increase in agricultural production in Nicaragua, 1939-57 


Metric tons 
Percent of 











increase 
1939 1957 
inated —_ | ene a — 
38, 000 150, 000 295 
12, 000 34, 000 183 
5, 000 39, 000 680 
8, 000 41, 000 413 
17, 000 21, 000 2 
14, 000 20, 43 
Population 

DE hain ine scissile pei casi enseepnnd wietiain cataemininaienchnmseed ets ae ae Ae 926, 000 
We ae ee ne er ee 1, 300, 000 
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10. Panama 


“The presentation book (p. 157) says technical cooperation ‘has enabled Pan- 
ama to develop substantially the agricultural production.’ The agricultural pro- 
duction index, on the basis of 1935-1939, declined from 213 in 1954 to 207 in 
1955 to 189 in 1956 to 192 in 1957. Explain this apparent contradiction.” 

The figures cited indicate a trend over only a short period of time from 1954 
to 1957, whereas the statement quoted referred to the much longer period dur- 
ing which the ICA has had a program in Panama. As the table below indi- 
eates, the production of all five of the major agricultural commodities in 
Panama has increased substantially. Moreover, it should be pointed out that 
the ICA program in Panama has for a number of years emphasized the diver- 
sification of agriculture away from the one-crop economy of the past. Agricul- 
tural production for home consumption has not only been diversified but the 
total volume has been substantially increased. These effects, however, are not 
all reflected in the official Agricultural Index of the Republic of Panama. 

By the way of a parenthesis, it might be noted that the preliminary index 
figure of 192 for the year 1957 now appears, in the light of final fourth quar- 
ter 1957 data, to be in need of revision. It is now believed that the index should 
be in the neighborhood of 209. 


ery wr vereynyen: 1935-389, 1956-57, and percentage changes * 


————___ _ pone 





























Metric tons cole ad te 
ee | Percent 
| inerease 
1935-89 | 1956-57 
average 
Corn.....-----. 30, 000 | 81, 000 l 170 
ee Ss cs et 33, 000 | 97, 000 194 
et, tke Reeth ie dank decane nn 4,000 | 23, 000 482 
I dalain Dei rnt nee ateh eae hens cain 185, 000 | 2 262, 000 42 
Cen. 0. ea PS iS 8,000 | 16, 000 100 
“ae —_—_—_— 
IRS inisestincidgnnects timiites 4 a a lel tit Bd 3 590, 000 | 4 960, 000 63 





1 “Indices of Agricultural Production in 20 Latin American Countries,’’ U. S. Department of Agriculture. 
2 Estimate. 

3 1938. 

4 1957 estimate. 
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11. Paraguay 


“In reporting the accomplishments of technical cooperation, the presentation 
book (p. 163) says: ‘During 10 years, 1,000 dairy animals were imported, and 
model dairy and bull ring were operated for which balanced feed was pro- 
duced.’ What is meant by ‘bull ring’’—a place for bullfights, or something else?” . 

In connection with improvement of breeds, high-grade sires are kept in a 
center from which their semen is distributed and applied to large numbers of 
cows. This center is called a ‘bull ring.’ 

Although the agricultural, animal husbandry, and forestry industries of Para- 
guay account for 44 percent of the GNP, about 95 percent of the export trade 
and two-thirds of all jobs, the country is greatly in need of improving the qual- 
ity of its produce through better techniques. 

Twelve years ago there were no dairy-breed cattle and few improved beef- 
breed cattle in Paraguay. During 10 years over 1,000 dairy animals were im- 
ported, and a model dairy and bull ring were operated for which balanced feed 
was produced. 

The dairy project has been completed, the improved stock is continuing to 
reproduce under private ownership, the balanced feed production has also been 
taken over by private firms. 

The bull ring or stud is the source of high-grade semen used for a country- 
wide insemination program which was started in 1953 on a small scale. An 
intensive continuing training program is permitting the expansion of the in- 
semination program which as of October 1957 had inseminated 19,000 selected 
cows with semen from high-grade bulls. 

The results of these programs will be permanently improved and cheaper 
production through introduction of fine bloodlines and rational feeding practices. 


12. Organization of American States 


“The administration requests authorization of $1.5 million for contribution 
to the OAS technical assistance program. This is the same figure that has 
been authorized and appropriated since 1955. Would it be desirable to put 
this re toneaes on a continuing basis at a rate not to exceed $1.5 million a 
year?” 

The administration would support a proposal for a permanent authorization 
for appropriations for the United States’ contribution to the OAS technical co- 
coperation program (sec. 306 (b) of the Mutual Security Act) as a rate not 
to exceed $1.5 million a year. The amount of this continuing authorization 
would appear adequate for the foreseeable future, but if cotributions from other 
governments should increase substantially, the administration might find it de- 
sirable to request an upward revision in the amount of the United States 
contribution. 


18. Venezuela 


“What effect will the recently announced reduction in oil import quotas have 
on Venezuela? Is it planned that more Venezuela oil might be used for mutual 
security and defense purposes overseas?” 

(a) The revised voluntary oil imports plan, announced by the President on 
March 25, limits crude oil imports into districts I-IV to 713,000 barrels per day, 
a reduction of 58,000 or 7.5 percent, from the previous allocation. In view of 
the magnitudes involved, the net effect of the reduction on Venezuela is not ' 
expected to be significant, since that country supplies more than half of our ' 
crude oil imports into those districts. Estimates for the first half of 1958 place : 
Venezuela’s average crude oil exports to districts I-IV at 407,000 barrels per day. 

However, since the program does not discriminate between supplying coun- 
tries, but instead assigns quotas to companies who may import crude oil from 
any source up to the amounts allocated to them, there is no way to anticipate 
the effect of the revised program on the various supplying countries. For ex- 
ample, the importing companies might conceivably adjust their shipments under 
their quotas in such a way that the entire cutback would be effected in imports 
of oil from the Middle East. The fact that provision was made in the revised 
program to allocate quotas to new importers, most of whom have sources of crude 
oil in Venezuela, may be expected to offset any diminution in Venezuela’s ex- 
ports resulting from the cutback in the overall allocation. 

“(b) Is it planned that more Venezuela oil might be used for mutual security 
and defense purposes overseas?” 

(0) It is assumed that the second part of the question refers to the amend- 


ment to Executive Order No. 10582, issued in connection with the revised oil 
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imports program, directing that the Buy American Act be incorporated in the 
procurement policies of all agencies of the Government purchasing petroleum 
products in the United States. The full implications of this action cannot be 
determined until there has been a legal interpretation of the amendment. It 
is the Department’s understanding, however, that the offshore procurement of 
petroleum products for offshore use is not affected by the amendment. In these 
circumstances, the Department of Defense undoubtedly will continue to make 
substantial purchases of petroleum products in the Caribbean area. 


14. Buenos Aires Conference 


“Will you describe the results of the Economic Conference at Buenos Aires 
last fall?” 

At the Economic Conference of the Organization of American States, held in 
Buenos Aires last year, and at the fourth extraordinary meeting of the Inter- 
American Economic and Social Council, which took place at Quitandinha, 
Brazil, in 1954, the American States were represented, with few exceptions, 
by their Ministers of Finance or Economy, and the topics discussed were closely 
similar. 

The Conference at Buenos Aires served the useful purpose of bringing to- 
gether high officials of the American Republics to define further the major 
economic problems confronting the countries of the hemisphere, to propose 
solutions, and to assign additional studies looking toward measures to give 
added stimulus to Latin American economic development. 

At the Conference a high degree of accord was reached on resolutions on 
important subjects in inter-American economic relations. There was unanimity 
on the 44 resolutions approved, except one on commodity agreements against 
which the United States voted. 

The following are some highlights of the work of the Conference, 

Probably the most publicized agenda item was the proposed general inter- 
American economic agreement. A draft of such a treaty, encompassing all 
of the major items in inter-American economic relations, had been prepared 
by the Secretariat of the Inter-American Economie and Social Council (IA- 
ECOSOC) and was submitted to the Conference for discussion. A number 
of the American Republics, including the United States, had substantive dif- 
ferences of views on several important parts of the draft, such as the following: 
The regulation by governments of prices of commodities in international trade, 
control by governments of international trade in primary commodities, capital 
assistance to areas outside of Latin America, treatment of foreign private 
investment, and measures by individual governments or by groups of countries 
to encourage the development of merchant marines. At the Conference it be- 
came evident that the negotiation of a comprehensive treaty was impossible 
in such a short period of time, Consequently, the question of a treaty was 
referred by the Conference to the Council of the Organization of American States 
for study. The Conference did, however, approve unanimously the economic 
declaration of Buenos Aires, which sets forth the principles and purposes of 
the government of the Americas for cooperation in expanding trade, promoting 
economic development, attaining sound monetary and financial conditions, de- 
veloping transportation and communications, facilitating free transit for land- 
locked countries, promoting technical and scientific programs, and strengthening 
the IA-ECOSOC. 

On the subject of financing economic development the Conference approved 
a resolution recommending a study of the subject by the IA-ECOSOC. This 
resolution expresses appreciation for the increased lending by international 
financial institutions and the expanded flow of private capital to Latin America. 
Also, it recommends that the member states adopt measures to encourage 
further the flow of private capital and technical skills to the countries of 
Latin America. 

The Conference passed a resolution asking the [IA-ECOSOC to establish a 
permanent committee to study commodity problems and the impact of the 
European common market. The sole negative vote of the United States at the 
Conference was a resolution directing this committee to seek commodity agree- 
ments and recommending automatic compensatory credit to countries adversely 
affected by export price fluctuations. 

On the important Conference topic of a Latin American regional market a 
resolution was passed endorsing the ultimate establishment of such a market, 
gradually and progressively in multilateral and competitive form. This resolu- 
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tion also recommends that the IA-ECOSOC and the Economic Commission for 
Latin America pursue their studies of common markets and cooperate closely 
with one another on the subject. 

The Conference passed a resolution on surplus disposals calling for orderly 
procedures, the continuation of consultation, and efforts to avoid the accumula- 
tion of chronic surpluses. 

A resolution on technical cooperation asks the Organization of American 
States to study ways to promote a larger program with increased contributions 
by member states. 

In transportation key subjects were freedom of transit for land-locked coun- 
tries and the development of river systems. A resolution was passed asking 
the member states to undertake studies on such development and to adopt meas- 
ures for freedom of transit and nondiscrimination. 


15. Latin American economic problems 


“It is reported that Latin American economies generally suffer from inflation 
and, despite increases in production and large United States private investment 
and loans from the World and Export-Import Banks, the per capita gross 
national product has remained relatively constant. I refer also to an article in 
the New York Times of March 23, by Mr. Tad Szule, describing deepening 
economic problems in Latin America and the possibility of Communist economic 
infiltration. Is this a generally correct analysis? If so, are the programs pro- 
posed adequate to deal with the situation?” 

The Economic Survey of Latin America 1955, prepared by the Secretariat of the 
Economie Commission for Latin America (ECLA) and printed by the United 
Nations in May 1956, does not bear out the statement that “per capita gross 
national product has remained relatively constant.” Using 1950 constant prices 
and population estimates based on U. N. Demographic Yearbooks (1952-56), 
the following interesting comparisons can be made: 

1. In 1946 the population of Latin America was 141.1 million. Gross national 
product totaled $32.2 billion. Per capita gross national product was $228.2. 

2. In 1955 the population of Latin America was 175.1 million, a rise of 24.1 
percent. The 1955 gross national product was $48.2 billion or an increase of 
49.7 percent. Per capita gross national product had risen by 1955 to $275.2 or 
an increase of 20.6 percent. 

With reference to the article in the New York Times of March 23 by Mr. Tad 
Szule, it can be said that his analysis contains certain elements of truth, but 
the problem to be faced concerns the timing of developments and the gravity 
of the situation. 

The administration is well aware of the problems foreshadowed by the recent 
price declines in world markets of the products referred to and the difficult 
economic situation which a number of Latin American countries are facing, 
especially those having heavy dependence for their foreign exchange earnings on 
1 or 2 such commodities. It also recognizes the economic interdependence 
between the United States and Latin America and studies and approaches Latin 
America’s problems with the utmost sympathy. It is the belief, however, that, 
except in a few isolated cases, such as the emergency facing Bolivia for which 
economic grant aid is being provided under the Mutual Security Act, Latin 
American gold and foreign exchange reserves together with their drawing rights 
on the International Monetary Fund and some medium-term loans from the 
Export-Import Bank are sufficient to deal with the problems through 1958. We 
are not in a position at this time to know how the situation will develop or what 
the full needs will be in 1959. [Deleted.] 

The basic objective of United States policy in the economic field is to make as 
effective a contribution as is possible to the efforts of Latin American countries 
to develop and maintain stable, healthy, national economies. The administra- 
tion recognizes that a difficult situation is developing; it has the matter under 
constant review and individual cases are at present being considered and ways 
and means sought within existing processes and institutions. Until these sources 
prove inadequate, the administration does not plan to seek additional appropria- 
tions. 

There is evidence that the Soviet Union is intensifying its eeonomie and politi- 
eal offensive in many parts of the world, including Latin America. The Soviet 
Union in its propaganda professes to be sincerely interested in trade expansion. 
Trade is but another avenue the Communists employ in their plans of subversion. 
It is one against which nations must take precautions. Some Latin American 
countries with abnormally large supplies of raw materials which they are unable 
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to place through normal export channels understandably desire to examine care- 
fully trade with the Soviet bloc with an eye to reducing these surpluses or utiliz- 
ing credits which have accumulated in their favor from previous trade relations. 
On the other hand, Latin American trade with the Soviet bloc has been declin- 
ing. In 1957 it represented less than 2 percent of all Latin American trade. It 
was concentrated, however, in four important countries of the area: Argentina, 
Brazil, Cuba, and Uruguay. Reportedly the Soviets have also been making offers 
of investments and technical assistance in a number of countries. The precise 
facts, however, are difficult to determine. Whatever its extent, this Soviet bloc 
economic offensive does represent a challenge to the United States and requires 
increased vigilance on our part. The Department of State is vitally concerned 
in keeping Latin America friendly, stable, and prosperous. It cannot object, 
however, if trade in nonstrategic commodities with the Soviet bloc helps to 
reduce the surpluses mentioned above or the credits which have accumulated 
from previous trade relations. Latin American businessmen are, in general, 
oriented toward the United States and familiar with the many pitfalls involved 
in dealing with the U. S. 8. R. and Soviet bloc countries. There is danger, how- 
ever, if this trade should increase because it is well known that the Soviets will 
try to tie commercial interchange to resumption of diplomatic relations. An 
increase in the number of Soviet and Soviet bloc missions in Latin America, 
which now numbers only 3 and 12, respectively, would be an aid to their efforts 
at cultural interchange and subversion. These facts and challenges are not 
being overlooked and have been taken into consideration in developing the policy 
mentioned above. 

In view of the above, it is believed that the programs proposed for fiscal year 
1959 under mutual security, together with the other means available to the 
administration, are sufficient, recognizing, however, that the technical coopera- 
tion program is principally a demonstration and training program and nothing 
more, and that the special assistance requested is to meet foreseeable emergency 
situations which can be programed, not unforeseen emergencies for which 
recourse to the contingency fund would be necessary. 


16. Brazil 
[ Deleted. ] 


17. Colombia 
[ Deleted. ] 


18. Cuba 
[ Deleted. ] 


19. Uruguay 
[Deleted.] 


20. Venezuela 
[ Deleted. ] 


21. “Last fall, the United States proposed the formation of an inter-American 
atomic organization. What is the present status of this proposal?’ 

Pursuant to the initiative of the United States, the Council of the Organiza- 
tion of American States on November 21, 1957, took note of the recommendation 
of the Inter-American Committee of Presidential Representatives that there 
be established within the Organization of American States a commission of a 
technical nature to be called the Inter-American Nuclear Energy Commission 
(IANEC) on which the member states of the Organization would be represented 
by officials familiar with their respective nuclear energy programs, accompa- 
nied by such advisors as they might need. The Council of the Organization of 
American States at that time established a special committee of seven members 
to prepare, for consideration and approval by the Council of the Organization, a 
draft statute of the IANEC, based upon the principles stated in the recommenda- 
tion of the Inter-American Committee of Presidential Representatives. These 
principles contemplate that the Commission would serve as a center of consulta- 
tion for the governments of the member states of the Organization of American 
States in matters relating to the peaceful application of nuclear energy, as- 
sisting the American Republics in developing a coordinated plan for research 
and training in nuclear energy, and promoting the coordination of national 
research and training programs so that, in addition to serving strictly national 
interests, they would also be oriented and augmented to serve the needs of the 
inter-American community as a whole. The Council of the Organization also 
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asked the special committee of seven members to recommend to the Council 
other preparatory measures which it might take for the holding of the first 
meeting of the IANEC. Pursuant to the recommendation of the Inter-American 
Committee of Presidential Representatives, the Council also requested the Sec- 
retary General of the Organization of American States to make an initial survey 
of needs for research and training in the field of nuclear energy and to do other 
necessary preparatory work for the holding of the first meeting of IANEC, 

The special committee, on which the United States is represented, is at 
present preparing the draft statutes, and the Secretary General is laying plans 
for the initial survey of needs. It is anticipated that the first meeting of 
IANEC will take place during the first half of 1959. 


Senator Morsg. Mr. Chairman, you will remember I handed the 
Secretary the memorandum from the ex-Cuban Congressmen in exile 
in this country. I would like to make certain that that is made a part 
of the record at the point I discussed it. 

The Cuarrman. Isit long? 

Senator Morsr. Three pages. Of course the Secretary is going to 
comment on it. 

The Cuairman. The next hearing of the committee on the mutual 
security program for fiscal year 1959 will be held at 10 o’clock tomor- 
row morning. 

The executive branch witnesses will appear to testify on the multi- 
lateral and special programs. The old Supreme Court chamber has 
been reserved for this hearing in order that the Foreign Relations 
room, this room, may be set up in time for luncheon for six Chilean 
Parliamentarians. If there is no further business at this meeting, 
the committee stands adjourned. 

(Whereupon, at 12:50 p. m., the committee was recessed to recon- 
vene at 10a. m., Tuesday, April 1, 1958.) 
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TUESDAY, APRIL 1, 1958 


Untrep Srates SENATE, 
CoMMITTEE ON ForeigN RELATIONS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:05 a. m., in room 
P-63, United States Capitol, Senator Theodore Francis Green 
(chairman) presiding. 

Present : Senators Green, Fulbright, Morse, Wiley, Smith, Hicken- 
looper, and Aiken. 

‘The Cuarrman. The hour has arrived to call this meeting to order. 

In spite of the fact that no one is here but myself, I am going to 
proceed, as we have a number of witnesses here today and we hope to 
get through by the time the Senate convenes at noon. 

The Foreign Relations Committee is meeting in public session this 
morning to hear executive branch witnesses present the multilateral 
and special programs included in the proposed Mutual Security Act 
of 1958. 

There are separate programs for United Nations Technical Assist- 
ance, the United Nations Children’s Fund, the United Nations refugee 
program, the United States escapee program, atoms for peace, ad- 
ministrative expenses, and malaria eradication, 

In addition, the committee will hear executive branch testimony on 
the informational media guaranty program, which is pending be- 
fore the committee in the form of S. 3417, but which can appropri- 
ately be considered as an amendment to the Mutual Security Act. 

In view of this extensive program, I am going to ask the witnesses, 
if possible, to limit their remarks to 10 minutes each. 

Before proceeding with these matters, however, we will hear from 
our colleagues, Senators O’Mahoney and Javits, who requested an 
opportunity to present their views at this time. I don’t know what 
the subject of the Senators may be. 

Senator O’Mahoney, will you go ahead, please ? 


STATEMENT OF HON. JOSEPH C. 0’MAHONEY, UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


Senator O’Manoney. Mr. Chairman, I will be very happy to re- 
spond and do my best to stay within the 10-minute period you 
speak of. 

I haven’t prepared to try to develop this subject within 10 minutes, 
and perhaps you may be a little charitable in enforcing the time limit 
if I seem to be running over, but my intention is to explain my point 
of view in as brief and emphatic a manner as I can command. 
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The Cuamman. I don’t mean to be arbitrarily exact in the time, 
but I hope you will keep that in mind. 

Senator O’Manoney. Thank you very much. 

I regret very much that I did not have the time to write a short 
statement. It is much easier to write a short statement than it is to 
speak extemporaneously and cover all the subjects one has in mind 
in a brief period. 

SOVIET ECONOMIC WARFARE 


I want to begin, Mr. Chairman, by saying that I am definitely 
convinced that this committee has on its shoulders one of the most 
important problems that ever faced this Nation. Recent events in 
international affairs have demonstrated that Soviet Russia has been 
outrunning this country in the international field. Since sputnik 
was launched, demonstrating to the world that the Russians had scien- 
tific capacity enabling them to put a missile into orbit before we 
were ready to do the same, there has been a complete change in the 
organization of Russia. Its economic warfare is going on within 
its own boundaries. You members of this committee saw the pictures 
which were brought from Soviet Russia by Senator Ellender showing 
the tremendous development of water conservation that has taken 

lace there, and we now know their latest report shows that the Soviet 
eaders have made a great bid to capture the imagination of mankind 
by their unilateral declaration of willingness to abandon the tests of 
the atomic missiles, the hydrogen missiles, and the rest of them. 

The war before us is an economic war; it is a trade war. It is not 
a military war. But the budget which has been presented to us for 
mutual security demonstrates that the State Department and the 
President are being guided by the concepts of 10 years ago, long 
before sputnik—indeed long before Stalin met his death and Khru- 
shchev started his climb to the summit. 


SITUATION CHANGED IN LAST 10 YEARS 


Ten years ago Nasser was an unknown; since then we have helped 
to build him into a world power, and he now exerts a formidable in- 
fluence in the Middle East which must be taken into account by all 
nations. Ten years ago Saudi Arabia was extremely friendly to us; 
now King Saud has apparently given over much of his power to his 
pro-Nasser brother, Crown Prince Faisal, and we have one more addi- 
tion to our growing number of enemies. Ten years ago this country 
was prospering, personal income was at an alltime high, and the 
demand for goods was such that our factories were having difficulty 
keeping up with orders; today we are suffering from a recession, 
income is down, tax receipts are down, and unemployment is rising. 
But the requests of the administration for military and economic 
aid remain much the same as they were a decade ago when we were 
the unquestioned leader of the free world. 

I have here in my hand the President’s message on the mutual 
security program. 

Senator Witxy. May I ask what you said? The President was 
guided by what? I didn’t hear you. 
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Senator O’Manonery. Guided by the concepts of 10 years ago. I 
read from his message to the Congress: 

Since the mutual security program was initiated 10 years ago, its essentials 
have remained the same. It means our military, economic, and technical co- 
operation with other nations. Its object is to preserve peace and freedom for our 
Nation and for other nations of the free world. 

This is the same argument that was being made when Dean Acheson 
was the Secretary of State. It was made long before Stalin’s death, 
long before Khrushchev’s climb to supremacy, long before Khrush- 
chev and his Soviet companions had launched the economic war with 
respect to which we are suffering because we have a recession that 
everybody now acknowledges. 

We were very slow to acknowledge it, but here it is. And I want 
to illustrate to this committee, as dramatically as I can, exactly what 
Imean. This is the budget [holding up the document}. It contains 
955 pages exclusive of the index, setting forth in detail the expendi- 
tures which the President estimated in this document to be $73.9 bil- 
lion, $73.9 billion for fiscal year 1959. Out of the 955 pages, 27 ac- 
count for the legislative branch of government. 

This document weighs 414 pounds. I could take the 27 pages that 
account for the legislative branch of government out of the document 
without making any significant difference in its weight and without 
making any significant difference in the amount of money involved. 

According to the statement on page 19, the 1959 estimate of ex- 
penditures = Congress is $126,173,000. Let me turn back to page 
19 of this document. 

Senator Wirey. I presume that you are going to show us that the 
concept which was Acheson’s and which you claim is now the concept 
of the President, is erroneous. Are you going to make it concrete so 
we will understand what it is all about? 

Senator O’Maunonry. I would hope to do so. The Senator on 
various occasions has honored me by saying that he understands me 
when I talk, and I hope I shall be capable of making myself heard 
this morning, and understood. 


THE THREAT FACING THE CAPITALISTIC SYSTEM 


I am going to show that 10 years have made a great difference. 
We have not changed our policies. The Russians have. And by 
reason of that, the Russians are gaining on us. I want to say to this 
committee in the simpliest words possible that the capitalistic system 
is now facing the greatest threat that it ever had, and unless we open 
our eyes to the situation that confronts us, we are going to have 
great difficulty in escaping the crisis that faces us. 

Now beginning on page 69 are the funds appropriated to the 
President. There is a table on page 70 which shows that the 1959 
estimate of expenditures by the President amount to $4,169,883,000. 
I want to read the first paragraph of the President’s budget so that 
you may understand how far we have drifted from the old theory that 
Congress holds the purse strings. 

The 1959 budget includes $3,949 million for several programs of the Govern- 
ment for which new obligational authority is granted directly to the President, 
who may designate officials or agencies to act for him in carrying out the 
activities involved. 
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There is an explicit statement in the President’s budget that we 
are we $3,949 million to him for his discretionary expendi- 
ture. Now this is not a political harangue. We did the same thing 
in the Democratic Congress after Roosevelt, F. D. R., was first elected. 
Three billion dollars was appropriated to him to spend as he saw fit, in 
the hope that he would overcome the depression that existed at that 
time. That was 25 years ago—indeed this policy of direct grants to the 
President began before; it began with World War I under President 
Wilson when, because of the emergency, Congress placed appropria- 
tions in the hands of the President to be mpundad according to his 
will. 

The expression, “To the President,” is used in the appropriation 
bills for the purpose of making it sound good, but we all know that 
the President must delegate this power to others, and so he says in 
the very first sentence : 


The President may designate officials or agencies to act for him in carrying 
out the activities involved. The amount for these various activities is $1,143 
million more than in 1958. $1,143 million more than was asked for and secured 
a year ago. Primarily because of the increase recommended for the mutual 
security program, the 1959 request for this program is $3,940 million, compared 
with a total availability in 1958 of $3,528 million, which includes authority to 
use $764 million of unobligated prior year funds. 

Now let’s think of that for a minute. There are $764 million of 
unobligated funds, and yet the budget asks Congress to appropriate 
$1,143 million more than in 1958. 


ANTI-AMERICAN FEELING IN EUROPE 


Crowds march through the city of London saying, “Yanks, go 
home.” Members of the Parliament speak on the subject in public and 
on television. Some of these television shows are shown in this coun- 
try. I saw a very intelligent-looking lady, a Socialist—but a Social- 
ist evidently of very high class—saying Great Britain is now an 
occupied country, that the American troops should go home. 

I noticed in this morning’s newspapers Walter Lippmann’s first 
column since his trip through Europe; he reports without any res- 
ervation at all that an anti-American feeling is growing up through- 
out Europe. I would like to have this committee get the report of 
the OEEC nations in Europe. That report will show you that these 
nations are better off economically now than they were before the 
war. The Marshall plan has succeeded. The Marshall plan did what 
it was intended to do, namely, to rehabilitate the countries that were 
devastated by the war. But is there any excuse, when the European 
countries are so vastly improved economically, for us to be appro- 
priating $1,148 million more than last year for their economic devel- 
opment? Is there any use, any justification for making $764 million 
of unobligated prior year funds available? Why it would almost pre- 
vent a deficit in 1959 if this committee should deny the authorization 
of that unobligated fund. I think you should go much further, but 
let me give you a few examples here of what this means. 


PRESENT NEED FOR FOREIGN AID QUESTIONED 


Senator Wizry. Then, Senator, if I understand you—and I am 
sorry I was a little bit late—your point is that the bill calls for too 
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much money. That is point one. Now I understood from your 
opening statement that there was something wrong with the general 
concept. The years have made a difference? 

Senator O’Manoney. That is right. 

Senator Wizey. That there was no need for any assistance ? 

Senator O’Manoney. I do mean that. 

Senator Witry. What? 

Senator O’Manoney. I do mean that, and that is why I have called 
your attention to the fact that the European nations where the war 
was fought are vastly better off economically now than they were 
before World War II, so why should we continue to make expendi- 
tures abroad ? 

SUGGESTED REVISION OF PROGRAM 


And then in the second place, what is happening in Tunisia be- 
tween Algeria and Tunisia, with the French using military equip- 
ment that we supplied, at our cost, to raid towns within Tunisia? 
Is that what we 4 Seine by NATO? Is that what we mean by eco- 
nomic rehabilitation and military support? I do not think it is. I 
think that the time is here for a revision of this whole program. We 
are helping Socialist states abroad as well as free states. Of course, 
Great Britain is a Socialist Government even under the Tories; many 
of the acts of the labor government have never been repealed, and 
we are following a policy in the Development Loan Fund and in the 
guaranty of investments abroad of asking our citizens, our corpora- 
tions, to invest American money abroad while the Government guar- 
antees that the ventures will not be failures. The justification is that 
we need to spur these investments in order to build up the economic 
standards of the people. 

I was referring to the $764 million of unobligated prior year funds. 
Tt is interesting to note that that is greater than the total appropria- 
tion for the Treasury Department, which is $719 million. It is 
greater than the total appropriation for the Department of Health, 
Education, and Welfare, which is $685 million. It is greater than 
all the expenditures of the Post Office Department, which are set down 
at $676 million, greater than the expenditures for the Department of 
the Interior, set down at $583 million, greater than those for the De- 

artment of Commerce, which asks for $638 million, greater than the 

65 million requested for the Department of Labor. 

I would say one thing certainly. That if I were on this committee, 
I would certainly recommend that that $764 million carryover from 
previous years be canceled, that that appropriation be recommended 
to be killed. I certainly would cut it off any authorization for which 
I would stand. 

Reena Wier. I now have your figure—$754 million should be 
cut 

Senator O’Manoney. That at least, that at least. Now let me show 
you some of the other factors. here. On page 84 there is a table which 
gives in detail the expenditures of the International Cooperation Ad- 
ministration for the years 1957 and 1958. Let me read from page 84: 

Defense support is economic assistance designed primarily to enable a country 
to raise and support military forces for the common defense without reducing 


already low living standards. In general, the level of defense support is in- 
tended to be sufficient to prevent economic retrogression, political instability, 
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deterioration of morale, or any other conditions which might adversely affect 
the military effort. 

It is obvious that this goes far beyond the original purposes of the 
Marshall plan, which had to do with the rehabilitation of an area 
that had been overrun. This has to do with the concept of building 
up military forces in friendly nations. For what purpose? The 
time has gone by when we can reasonably think of war. There is talk 
of brush wars as though we could dare to engage in brush wars while 
avoiding a nuclear war. The history of war shows that little wars 
rapidly grow into big ones. And unless we now examine into this 
matter and do it most closely, we are going to find ourselves, in my 
judgment, to have drifted so far that recovery may be difficult. 

Senator Hickrentoorrr. Mr. Chairman. 

The Cuarrman. Senator Hickenlooper. 


DISTRIBUTION OF AID 


Senator Hickren Looper. Senator O’Mahoney, just to get some per- 
haps confusing calculations clarified somewhat. We have been talk- 
ing about billions and hundreds of billions for economic assistance, 
and I am afraid the impression has been created that that is going 
to Europe. I would like to call attention 

Senator O’Manoney. No, it is not going to Europe. It goes to 
many other countries. 

Senator Hicken.oorer. In last year, fiscal 1958, ending this year 
$75 million was all that went to Europe in aid. It is contemp ated 
under the askings this year that $74 million for fiscal 1959 go to the 
European area, and almost all of that goes to Berlin and to Spain. 

Senator O’Manoney. Now let me answer that, Senator. 

Senator Hickentoorer. The rest of the aid apparently is going to 
the Near, Middle East, and other spots. 

Senator O’Manoney. In order to clarify the record, I am reading 
now from page 71. This is the heading: 

Mutual security: Current authorizations, military assistance, common use 
items, defense support ; defense support, Europe; defense support, Near East and 
Africa; defense support, Asia; defense support, Near East, Africa, and South 
Asia; mutual defense financing, defense support, economic and technical assist- 
ance, Europe; mutual defense financing, defense support, economic and tech- 
nical assistance, Formosa and the Associated States of Cambodia, Laos, and 
Vietnam, Southeast Asia, and Western Pacific. 

If there be any doubt about it, let me read to you the appropriations 
for 1958 for travel for the International Cooperation ‘Adsninteteation. 
The amount is $1,700,000. That is the total for travel alone. The 
total for supplies and materials is $347,667,300. That is three times 
greater—— 

Senator Hicxentoorer. I was not disputing the total figures, but 
I only wanted to clarify the connotation which was at least created in 
my mind that you were referring to these expenditures for aiding 
Europe. 
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Senator O’Manonry. Not for Europe alone, no. But for the whole 
world. 

Senator Hickentoorer. The rest of the expenditures are 

Senator O’Manoney. For the whole world. 

Senator Hicken.oorer. The European expenditures for aid out- 
side of military shipments for defense support are 

Senator O’Manoney. I have just read the categories set out in 
the President’s budget, which shows that every continent on the globe 
is covered in one way or another by military assistance, defense 
support. 

Senator HickenLooper. That is true. 

Senator O’Manonry. Development. 

Senator HickrenLoorer. There is no question about that. 

Senator O’Manoney. That is my only point, and my desire to em- 
phasize here that the time has come for us, in view of the nature of 
our own economy, to take care of the situation that exists at home 
an stop wasting money all over the world. 

The CuarrmMan. Will you please proceed ? 

Senator O’Manoney. Thank you. 

The Cuarrman. I must remind you that our time is limited. This 
is very interesting. 

Senator O’Manonrey. I was pointing out with respect to the Inter- 
national Cooperation Administration that although this budget calls 
for expenditures in 1959 of $73.9 billion, and although the total appro- 
priation for 1958 for the International Cooperation Administration 
was in excess of $10 million—that is the wrong total. The subtotal 
is $133,926,000. There is no estimate whatever in this book for 1959. 

The figures have not yet been presented to the Congress, and there- 
fore this committee has the opportunity, since it must make the 
authorization, to decide now what limits it cares to make upon the 
appropriations that will be authorized. My own feeling is that if 
we close our eyes to the budget situation, we are going to be in very 
great difficulty in a very few years. 

Weare in great difficulty now. 


BUDGET ESTIMATES 


On page 14 of the Federal Budget in Brief—and I would like to 
hand this to the members of the committee—there is a table pre- 
pared by the Bureau of the Budget showing the expenditures which 
are to be made in 1959 under the President’s budget. 

The Cuarmrman. Do you wish that to be put in the record ? 

Senator O’Manonrey. Oh, I would be very glad to have you put 
it in the record, but the total is what I want to show you. 
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The CHamman. 1959 estimated receipts, $74.4 billion. 

, Senator O’Manoney. I was only going to talk about the expendi- 
ures, 

The Cuatrman. 1959 estimated expenditures, $73.9 billion. 

Senator O’Manoney. Now read major national security, the next 
item. 

The Cuarrman. That is all there is on this table. 

Senator O’Manoney. Oh, no. Let. me read it. Major national 
security is $45.8 billion. This column shows the expenditures, this 
one the receipts. Interest on the national debt is listed at $7.9 billion. 
Then the next item is $5 billion for veterans’ benefits and payments. 
Add those items together, and you find that of the total of $/3.9 bil- 
lion prperre for expenditure in 1959, $58.2 billion will go for wars 
past or future or the economic war in which we are now engaged, and 
preparation for war, leaving a balance of only $15.2 billion for all 
the rest of the Government of the United States. 

Now, that is the reason why the administration has asked for an 
increase in the debt ceiling. That is why interest rates on the na- 
tional debt have increased. That is why we are finding the budget 
receipts already falling far below those that were estimated when 
this budget was presented. 

If the members of the committee will bear with me for just a mo- 
ment, I will read them a rather extraordinary statement from the 
budget. This comes from page 884. 

It is part of an analysis of budget receipts. This is what the 
budget says: “All employment taxes are expected to increase in 1958. 
Higher levels of taxable wages and a full year effect of the higher 
rates enacted to finance the disability insurance trust funds are pri- 
marily responsible. 

This is under “individual income taxes” that I am reading—this 
is not my language; it is the language of the Bureau of the Budget: 

A rise in personal income is expected to increase receipts from individual in- 
come taxes by $1,300 million to $38,500 million in 1959. 

Now, since that document was compiled, unemployment has in- 
creased to more than 5 million and income taxes have decreased. 
There isn’t the slightest possibility, the experts of the Joint Eco- 
nomic Committee tell me, that that prediction can be reached by $2 
billion. Here is the statement on corporation income taxes: 

Virtually unchanged receipts of corporation income taxes from the fiscal year 
1958 to 1959 reflect the assumption that corporate profits will be about the same 
in the calendar year 1958 as in 1957. 

Those are predictions which have been completely abandoned. We 
are not going to have budget receipts such as were estimated here. 
That is why the Treasury Department has asked the Congress for, 
and why the Congress has given, the increase in the ceiling on the 
national debt. 

We are faced with fiscal and financial facts which are alarming, 
and unless they are faced by the Congress, it will be difficult indeed 
to prevent the depression which we ought to prevent. And certainly 
when an opportunity is presented to us, as it is here, to save some 
money because of the gains which have already been made in Europe, 
we must give consideration to the methods of expending this fund. 
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I want to read to you from the statute, the Mutual Security Act of 
August 14, 1957. 

he CHatrMan. Are you referring specifically to the method of 
expending it or of the objects for which it is to be spent 

enator O’Manonrey. I am referring to the authority which was 
granted, and I would like to refer briefly, before I conclude—and I 
am about ready to conclude—to the a which the chairman 
of this committee gave Mr. Dillon of the State Department last year 
with respect to it. I think the chairman was right. This is section 
202 (b). It is under the general heading, “General authority”: 

To carry out the purposes of this title, the President is hereby authorized 

to make loans, credits, or guaranties or to engage in other financing operations 


or transactions not to include grants or direct purchases of equity securities 
to or with— 


now listen to these words— 


to or with such nations, organizations, persons or other entities on such terms 
and conditions as he may determine. 

The authorization that you gave was for appropriation of $500 
million. The Appropriations Committee cut it down to $300 million. 
Fortunately, none of that money has been expended as yet, but the 
budget asks for $625 million more. _ 

Here we have discretionary expenditure of the funds of the public 
in a perfectly fantastic method. t me read : 

Loans shall be made from the fund only on the basis of firm commitments by 


the borrowers to make repayment and upon a finding that there are reasonable 
prospects of such payment. 


Another sentence: 


The manager of the fund shall furnish to the Committee on Foreign Rela- 
tions and the Committee on Appropriations of the Senate and Speaker of the 
House a report on each financing operation or transaction involving the fund 
assets. Such report shall be made at the time such financing operation or 
transaction is consummated. 


GENERAL ACCOUNTING OFFICE FINDINGS 


Congress receives a report only after the fact, not before the fact. 
I would suggest to this committee that it would be a very valuable 
thing for it to call some of the representatives of these groups and also 
representatives of the General Accounting Office who have been going 
into this. On the 30th of August last the General Accounting Office 
filed with Congress a report—we were adjourning, so it received very 
little public attention—in which it was charged that great waste had 
taken place in this mutual security program, in the military assist- 
ance as well as in the economic aid. One of the charges made was 
that as of December 31, 1956, $2,700,000,000 had been committed for 
the purchase of military end items abroad. According to the General 
Accounting Office, the purchasing agreements made by this country 
with the nations in which the expenditures were made included a 
provision that the nations to be benefited would not make any profit 
out of the transaction. There was no agreement that the corporations 
should not make a profit, only that the country or its agencies should 
no make a profit. The report of the General Accounting Office was 
that they were making profits. I know that there has just returned 
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to the United States a group of representatives of the GAO, of the 
Department of Defense and the Department of Agriculture, which 
has investigated this matter. 

I think it would be well for this committee to have representatives 
of that group before it so that you may know from them what the 
type of expenditure has been. Here we have a total sum of almost 
$4 billion proposed to be expended. Here we have a charge by the 
GAO that there has been wasteful activity and that outmoded weap- 
ons were being purchased. 

Here we have an investigation having been made by the General 
Accounting Office. Its reports are available to this committee. 

We are dealing with a recession in our own country, a falling level 
of Government receipts, and we are being called upon to make in- 
creased expenditures abroad. I think this is a red flag of danger 
which this committee should not overlook. 

: oo Chairman, I know I have taken too much time, and I apologize 
or that. 

The CHarrMan. We are very glad to have heard you. You have 
made certain adverse criticisms. Have you any specific recommenda- 
tions to meet them ¢ 

Senator O’Manoney. Yes, certainly. With your permission I will 
write a memorandum and file it for the record on that. 

The CoarrmMan. We will be very glad to have it. 

Are there any questions, Senator Wiley? 

Senator Witry. No; I guess not. I see there are a lot of witnesses. 

The Cuarrman. Senator Hickenlooper? 

Senator Hicken.oorrer. No questions. 


The Cuarrman. Thank you very much. 

Senator O’Manonry. I am very grateful for your patience. 

(Senator O’Mahoney subsequently submitted the following state- 
ment :) 


STATEMENT OF SENATOR JOSEPH C, O’MAHONEY 


PROPOSED AMENDMENTS TO MUTUAL SECURITY ACT TO PREVENT WASTE AND EXTRAVA- 
GANCE IN FOREIGN AID AND TO RESTORE POWER OF THE PURSE TO CONGRESS 


In compliance with the suggestion of the chairman, I submit this outline of 
specific amendments which should be made to the Mutual Security Act, together 
with the reasons therefor. 

It is not known either by Members of Congress generally or by the public 
that, unless Congress acts to amend this law, the so-called mutual assistance 
programs as outlined by President Eisenhower will cost the United States Treas- 
ury in fiscal year 1959 $176 million more than the 6 most expensive civil depart- 
ments, except only the Department of Agriculture and the Atomic Energy Com- 
mission. 

President Eisenhower sent his estimate for the mutual assistance program to 
the Speaker of the House of Representatives on April 1, 1958, asking for an 
appropriation of $3,942 million. The following 6 Departments—Treasury, 
Health, Education, and Welfare, Post Office, Interior, Commerce, and Labor— 
all account for $3,766 million which is a smaller figure by $176 million. 

Only the Department of Agriculture, with its estimate of $4,942 million, ex- 
ceeds the President’s request for foreign aid. Even the Atomic Energy Com- 
mission’s estimate of $1,962 million is less than one-half as much. All the other 
independent agencies, the boards and commissions, the quasi-judicial agencies, 
from the Interstate Commerce Commission down to the recently well-publicized 
Federal Communications Commission, account for less than one-third of the 
sum the President seeks discretionary authority to spend throughout the world. 
I say discretionary authority for two reasons. First, the law authorized the 
appropriations to be made by the President, but it also allows him to “designate 
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officials or agencies to act for him in carrying out the activities involved.” 
(President’s budget, p. 69.) Second, the law gives the President broad discre- 
tion to determine the nature, the size, and the purpose of the expenditure. For 
example, in section 202 of the Mutual Security Act of 1954, the Development 
Loan Fund may be used by the President ‘to make loans, credits, or guaranties, 
or to engage in other financing operations or transactions (not to include grants 
or direct purchase of equities, securities) to or with such nations, organizations, 
persons, or other entities and on such terms and conditions as he may determine.” 
Though there are certain conditions which must be taken into account, they 
are so vague and complex as to make the discretion almost absolute. Of course, 
this task is not actually carried out by the President, but by the persons and 
agencies to which his authority is delegated and subdelegated. 

The world has changed completely since the mutual security program was 
initiated 10 years ago. Soviet Russia has made remarkable technological, scien- 
tific, and economic advances, while the United States finds itself in an utterly 
different position. Not only have the weapons of warfare been radically altered 
through the advance of science, but the financial position of the United States 
is altogether different from what it was in 1948. We are not engaged in a 
shooting war, but we are engaged in an economic war which has thrown our 
budget out of balance, caused unemployment to rise, and budget receipts to 
fall, while prices still climb upward. We are compelled by the realities of the 
economic situation to resurvey the whole basis upon which the mutual-security 
program was originally adopted. 

On August 29, 1957, the Comptroller General of the United States submitted 
to the Congress a report on his examination of the military assistanee program, 
This report was a startling eposé of waste and inefficiency which the Department 
of Defense has been examining with the intent to make recommendations. A full 
report has not yet been received, but sufficient information is at hand to 
warrant the conclusion that the amount allowed for military assistance and the 
manner of administration should be significantly changed. 

We have entered the nuclear and the missile age. According to the Comptroller 
General’s report, we have been shipping excess military equipment abroad and 
committing ourselves to offshore procurement of military end items in the sum 
of $2,700 million as of December 31, 1956. According to the General Accounting 
Office, the memorandum of understanding between this country and the bene- 
ficiary nations required that the latter should receive no profit from such 
sontyacts, The General Accounting Office found that some of them had 

one so. 

Without going into detail with respect to this original report and the reports 
upon additional investigations which have been and still are to be made, it is my 
first recommendation to the Foreign Relations Committee that the authorization 
for military assistance be radically reduced, certainly with respect to all 
weapons for which need cannot be affirmatively established upon the basis of a 
preparedness program against Communist aggression for which the beneficiary 
nations have made military forces immediately available. The President’s 
message clearly indicates that a considerable saving can be made here. He says, 
and I quote from his message of February 19, 1958, House Document 338, 85th 
Congress, 2d session: 

“The accomplishments under this program in building the military strength 
of the free world have been dramatic. Since 1950, when the military-assistance 
program was inaugurated, the ground forces of countries associated with us for 
collective defense have grown to include nearly 5 million well trained and 
equipped fighting men situated at strategic locations around the world. Naval 
forces have increased by over 100 percent, and the air forces of these nations 
now include 32,000 aircraft, of which over 14,000 are jets. In the buildup of 
their forces, the nations associated with us have spent over five times as much 
as we have expended on military assistance.” 

The most recent testimony of the highest naval authority in the United 
States is that our Navy is already outmoded. It is essential, therefore, that we 
should not continue to supply outmoded weapons either to the nations which 
the President says have done so well or to the new nations which are struggling 
for freedom and for which we may be supplying the weapons for civil war if we 
continue, by deficit financing, to provide military assistance in the excessive 
sent wasteful manner described by the Comptroller General of the United 

tates. 
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Economic aid is much more likely to be effective than military assistance. We 
are living in an age far different from that which existed before the death of 
Stalin. The intolerant campaign of Soviet Russia in Hungary is sufficient proof 
that the Communist leopard has not changed its spots, but we know on the 
best of authority that the Soviets are waging an economic war against us. 
Sputnik I and II are proof of their scientific gains. Their program for the 
conservation of water resources in all Soviet territory is proof of their plan to 
develop natural resources, and their promisess to the Afro-Asian Peoples’ Solidar- 
ity Conference in Cairo indicates the skill with which they are offering economic 
aid to the new nations that aspire to freedom. “Our only condition,” said the 
Soviet delegate, “is there will be no strings attached.” Our response to this is 
designed, through the mutual assistance program, to encourage the less-developed 
nations to improve their economic status, but it has been couched in unfortunate 
language that leads to misunderstanding. We talk of friendly nations as though 
a nation declaring itself to be neutral, like India, could receive no economic aid, 
while we actually provide economic aid for a Communist nation like Yugo- 
slovia. This might be explained away if it were not for the fact that the 
program, as it is presented to the Congress, is another step in the denial of 
information to the Congress and to the American people before the programs are 
consummated. 

In presenting the development loan program to the Foreign Relations Com- 
mittee of the Senate on May 22, 1957, Secretary Dulles not only acknowledged 
that the fund would involve a great risk (hearings, p. 5), but he said that the 
proposal to provide an initial appropriation and borrowing authority was a 
“new approach” which “we contemplate requires that we get away from annual 
authorizations or appropriations.” Then when the law was finally enacted, it 
was clearly provided that the report of the manager of the fund should be made 
not before any financing operation was first undertaken but only “at the time 
such financing operation or transaction is consummated.” 

The mutual assistance program handled by the International Cooperation 
Administration pledges guaranties by the United States that local currency 
receipts derived by United States investors overseas can be converted into dol- 
lars, guaranties that the United States will compensate the investor in United 
States dollars against any losses due to expropriation, and finally against any 
losses due to war damage. As of September 30, 1957, the United States had 
issued total guaranties that receipts would be convertible and no losses sustained 
by expropriation amounting to $176,914,484. I attach herewith the list of invest- 
ment guaranties issued by the International Cooperation Administration. 

I want to point out that a hasty glance at the list (see page 500), shows the 
names of at least 11 American corporations which have been sued in antitrust 
proceedings by the Government of the United States. In the declaration of pur- 
pose for the development-loan program (act of August 14, 1957), Congress de- 
clared the policy of the United States to be to encourage the development of the 
economies of the free peoples “through a competitive free-enterprise system.” 
Surely corporations which the United States Department of Justice has dis- 
trusted as exponents of the competitive free-enterprise system can scarcely be 
expected to become efficient agencies to sell economic freedom to the free peoples 
of the world. 

I therefore recommend an amendment to the act of August 14, 1957, to provide 
that any United States firms which make investments either through the invest- 
ment guaranty provisions or under the development loan plan shall give bond to 
the United States that they will not violate the provisions of the antitrust laws 
of the United States. 

I would amend the law to make certain that no loan should be made to any 
country governed by Communist totalitarians. Neither the dictators of Yugo- 
slavia nor of Poland should be permitted to receive economic aid from the Treas- 
ury of the United States. We know enough about the misleading propaganda of 
the Soviets to realize that whatever aid we give to be administered by the Com- 
munist dictators of Yugoslavia and Poland, or any similar country, will be 
misrepresented to the suffering people of those areas as a sly attempt of the 
os States to step into the imperialistic boots of the colonial empires which 

ave died. 

In the light of the report on military assistance by the Comptroller General 
of the United States, I would amend the law to require that representatives of 
the General Accounting Office be required to examine and report to Congress on 
every assistance loan before the transaction is consummated. 
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Finally, believing that Congress has not laid down adequate standards to 
guide the officials who are to administer this act, I would recommend to the 
committee that the entire Mutual Security Act be reexamined for the purpose of 
fixing definite standards to protect the jurisdiction of the Congress over the 
funds proposed to be expended out of the United States Treasury. In this re- 
spect, I call particular attention to pages 598, 599, and 600 of the Senate Foreign 
Relations Committee hearings of June 5, 1957, wherein Deputy Under Secretary 
of State J. Douglas Dillon acknowledged under the examination of the chairman, 
Senator Green, that the criteria he had advanced to justify the economic and 
technical soundness of the program were “the judgment of whoever administers 
the fund.” 

Even if we were not involved in an economic recession, it would be against 
the interests of the people of America and their right to govern themselves to 
allow to continue the broad discretionary authority granted in this law to anony- 
mous employees to spend the appropriated and the borrowed money of the United 
States without advance reports to the Congress. 


Investment guaranties issued through Sept. 30, 1957 











Investor Product |Convertibility| Expropriation 
Austria: 
Mobil Overseas Oil Co., Inc. ....--- Oil distribution. _______- | $1, 000, 000 $1, 000, 000 
OSI, sistiihiegs iste oe patiorg iy eee | Vibratory equipment 30, 000 |- san 
UE 2 Cn nbdncatoebthiudota sevens Weed ce ; | 1,030, 000 | “1, 000, on 
= J 
Belgium: Smith-Corona, Inc_..-.......; Typewriters 72, 000, 60, 000 
China (Formosa): } 
Von Kohorn International Corp....| Rayon manufacturing plant_-__.__| 1, 059, 242 | G59, 242 
Westinghouse Electric Interna- | Electric generating equipment 2, 140, 320 | 1, 881, 600 
tional Co. | 
RM aiid died sige, Lat ch es dee bssajenhytirpenhiss anes Witten deed. eRe 2, 840, 842 
Denmark: Ray-0-Vae_ International, Leakproof batteries. __.________. 182, 500 . 
Inc. 
France: | 
Armstrong Paint & Varnish Works_| Paints and varnish_- 12, 000 |__ 
Godfrey L. Cabot, Inc__--_-_..-.---- | Carbon black s ; 8, 830, 000 2, 215, 000 
Clark Equipment Co-_-_-_--_-.. agai Materials handling equipme Btes<.! RF occa ialeits aul 
Concrete Chemicals Co______--__..- | Concrete admixes_ . eet... cc 
Corhart Refractories Co., Inc_-__-__- | Refractories. f | weet. i 2c. 
RN Vis fois hirsute 4k as | Automotive pers , 200, 000 |._....._- 
Dow Corning Corp. ................| Silicones......-. . ol 304, 950 |_.-...-- 
Ellicott Machine re a .| Dredges____- i = | 74, 346 | 37, 173 
Ford Motor Co_-__-_...------- Trucks and cars eet | 920, 108 : 
Do.t_ .-.-.----..-.| Auto products ist JD es , ; 713, 875 
Foster Wheeler Corp_ .-.-.----.-.--| Construction engineering. bl 213, 500 a ae 
eRe ee aie EE as : 172, 500 | 
Fruehauf Trailer Co_- Truck trailers. 437, 500 |_...-.---- 
Harshaw Chemical Co_._...........| Ceramie colors _..... | 200, 000 100, 000 
Heyden Chemical Corp.---- .| Streptomycia --_..-__- 300, 000 ae 
Hohenstein, Walter P____- | Polystyrene 56, 000 
Houdry Process Corp --_-_.---- ___| Petroleum refining___- 202, 000 : 
International Water Cop ~~ .| Water wells__...-.- | 51, 000 |-_.....- 
Koppers Co. __ ..----------| Styrene monomer... 465, 000 |. 
Lincoln Electric Co.- sil _._.| Welding materials _ _- 1, 072, 636 |/__.-- 
Marmon-Herrington Co.1_...... | Transportation vehicles ___- | 54, 860 | 27, 430 
Morrison-Knudsen Co., Inc__......| Construction engineering.-_..-.--_-| TD Bia sits senate 
National Fastener Corp---_--.-__-- | Slide fasteners ..._._...--- | 17, 500 
Rohm & Haas Co _. ...-.--.-| Agricultural fungicides - - -- 441, 100 swine 
Singer Manufacturing Co.___...__--| Sewing machines.______- tle ziti | TATOO bd. <i. as.2 
ame Oil Development Co-__--- RS ere BOOTED, ben wen caes - 
i ies ofa ated deat naiptaesy seinen apap me Se -| 504, 000 | __ - > 
Yoder “Oo HOMEY Pea Toe | Metalworking machinery________- 204, 500 
I ite ik 6 in cicens ees dni pare Rd aliiieh bn dnnGhhriedinn~ tue oh 16, 891, 750 3, 093, 478 


Se eee 


1 Issued since June 30, 1957. 


Prepared quarterly by the Investment Guaranties Staff, International Cooperation Administration, 
Washington, D. C. 
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Investment guaranties issued through Sept. 30, 1957—Continued 


Investor 


Germany: 
Godfrey L. Cabot, Ine 
Clevite Corp__._. 
Firestone Tire & Rubber Co.. 


abd PACT C0 sie ded. o4-+-2004 


Gardner-Denver Co 
Harris Seybold - _- 


E. F. Houghton & Co__...._--____ 


Johns-Manville Co 
Marchant Calculators, Inc_- 
National Aluminate Corp_- 


Olin M Mathieson Chemical C« aoe cc 


Oppenheimer Gasing C Co__ 
Otis Elevator Co____- 
Perkin-Elmer Corp 


Raytheon Manufacturing Co___ 


a. — Manufacturing Co 
Cube" Twist Drill Co_. 
DMO iain Shle Rew 
Greece: Dresser Industries __ 


Guatemala: 
Oliver Farmen.__- S 
Farmen & Son Logging Co___- 


eA ee ee 


Italy: 

American Home Products Corp... 
TD icin bis Pn Sched 
Do.!_ 

Associated Seed Grow ers, Ine 

Don Baxter... 

Caltex Oil Products Co- 

Houdry Process Corp 

E. F. Houghton & Co 


Mobil Overseas Oil Co., Inc___._ 


0 eS ‘ 
National Aluminate Corp... 
National Biscuit Co_ , 
Olin Mathieson Chemical Co. 
Otis Elevator Co- 

Joseph Pacifico._..._-...- = 
Raytheon Manufacturing Co. 
Standard Oil Co. (New Jersey) 
Syntron Co____- ; 
Westinghouse Air Brake Co 


ance caaise cadeneacantee 


Ja rm Dow Chemical 
td. 


Jordan: Edwin W. Pauley 
The Netherlands: 


A-P Controls Corp 
American Home Products Corp 


Dow Chemical Co-...........--.--- 


Henry Drake 
H. J. Baker Bro 
a Tap & Die 


Kresno-Stamm Manufacturing Co-- 


Sparkler International, Ltd 


Tokheim Oil Tank & Pump Co... 





International, 





Product 


Carbon tee oss 5c... 5k 
Electronic products : 
Tires and tubes a 
Trucks and automobiles___. 


“Mine car loaders__---_--._- E 


Paper cutters 
loa and lubricants - - 


Weta oetne aia cas 
--| Powder actuated tools_______- 
ao 


Animal sausage casings-_-__- 


Elevators and elevator equipment - 
High precision instruments 

Radar and sonar equipment 
Optical equipment : 

Tool manufacturing_-_________. 
Metal cutting tools____ 


Barite mining 


Logging op eperatnge. ae ng 


Seed cultivation 


Intravenous solutions. - 
COE POI rics dd 32S. 


Petroleum refining a 


Chemicals and bebcisuata 
Oil refinery 

Cracking unit _- 

Boiler compounds... 


Biscuits and erackers___- 


Industrial chemicals. ___ 
Elevators and elevator equipment. 
Building stone 

Electronic tubes__.....-.--- 
Oilrefinery____ 

Vibratory handling: equipment. 
Railroad equipment 


Oil exploration 


Oil heater regulators_- 
Pharmaceuticals 
Chemicals 

Writing ink 

Castor oil derivatives 
Twist drills 
Venetian blinds 
Chemical finishes 

Oil burners 


2 One contract, in the amount of $1,495,000, was not authorized until Oct. 


was Sept. 27. 


| 








Convertibility| Expropriation 


10, 188, 978 


594, 700 


70, 000 
177, 000 


8: 
a 


seis 


1, 372, 000 





480, 000° 


23, 415, 760 
595, 000 


70, 000 
177, 000 


247, 000 


48, 118, 140 8,140 | 12, 323, 662 


’ ” | , 7 
. , 


1, 372, 000 


1, 788, 056 
240, 000 


4, although date of execution 
It therefore will not appear in Eximbank’s statement until the end of October. 
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Investment guaranties issued through Sept. 30, 1957—Continued 


Investor 





Product 








Convertibility 





200, 000 
2, 292, 000 
1, 200, 000 


3, 692, 000 


4, 085, 252 








47, 565 
1, 400, 000 





1, 400, 000 


Expropriation 


2, 025, 000 
70, 000 
262, 500 
1, 675, 000 
153, 500 


On, We fic... 2.2. 





Kellog Credit Corp. !........---.---- Telephone service 
Total 
Philippines: 
Rheem Manufacturing Co__---.---- 0 
The B. F. Goodrich Co_-.--.-..---- PEON NG WON i npn cseccnansecs 
ee Oe a cadeactbinscatasbaree CALS ip wad bocoanacee 
teak alin cacdaddcunsegeant ero bout eet cetiy tak drwsnesdisicdald 
Thailand: Harry F. R. Dolan--.-.._..--- ei RS ee 
Turkey: 
mani: of Aust. ..-. 23255225582 Hotel furnishings__............_.-- 
Federal Motor Truck Co. '__._......| Trucks and arene paiva ens 
Goodyear International Corp. !___-- Retreading tires and rubber prod- 
ucts. 
Olin Mathieson Chemical Corp Pharmaceuticals................... 
Ricoh Sunk ca ensebhbathnainemetintad Darke dccutitcccsmiadacsienasnwes 
NE digteattnc ve ddabediwdsusbasaadfcaccubacsees ace lthbeoedbeeeentecses 
United Kingdom: 
Barber-Green Co. .......--.-----..-- Construction machinery - - -------- 
as & Sharpe Manufacturing Co_} Machine tools.._...-.........--.--- 
nie Ca ee a ena 
Chicago Molded Predncts Corp_...| Plastics. ..-..............-.------- 
Cone Automatic Machine Co-_--_-_- Automatic screw machines. --_---- 
ee se ee sees csaosee Machine tools and spare parts. ___- 
Cooper Alloy Foundry Co-_-_.._..__- Stainless steel valves. _-_-.......---- 
Dicta ns rien Ge dies bose Seee BRD goo cp co ck ccccccinee 
Euclid Road Machinery Co_---_---- Earth-moving equipment. _-__-.__- 
General Time Instrument Corp-_....| Clocks and watches. -......--. ..-- 
Jacobs Manufacturing Co....._.___- ee ewes 
— oe ee Hotel on Seta sta eaiwodiie 
Kraft caeaee tr Tetra —m “Food processing. 222000000002 
TT a as ee Shc ccccceeans 
Lap*inte Machine Tool Co_-__.._._- Machine | a ey 
Leeds & Northrup Co.............- Control measuring instruments. _- 
Metzalli-ing Engineering Co., Inc__.| Metal spray equipment. -__-_-_--- 
McGraw-Hill International Corp... Sek eat dco cecee tad 
Mine Safety Appliance Co_________- oon...) l Ue 
M oe slis-Honeywell Regulator | Regulating instruments- -----____- 
Parks, Dee & Oe. ....-2552-0 02h Pharmaceuticals... ...............- 
we. 2 See eee ee teh is 35s ae 
— Utilities Manufacturing | Oil burners_...................-.--- 
Oo, 
8. F. Appliances_____- Home appliances................-- 
E. R. Squibb & Sons. Pee eens. . 2. .<~2.5.--_--- 
Standard Brands, Inc ed eo ce 


Grand total, convertibility and 


expropriation. 





Catalyst for petroleum refining --_- 








19, 294, 101 | 
~ 121, 546, 686 8 | 


55, 367, 798 


3 176, 914, 484 


3 While this total represents all guaranties issued since the beginning of the investment guaranty program 
in 1948, as of the current reporting date the maximum outstanding liability is $144,800,297. 


The Cuatrman. The next witness will be the Honorable Jacob K. 
Javits, the Senator from New York. 


STATEMENT OF HON. JACOB K. JAVITS, UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


Senator Javits. Mr. Chairman, I have a statement which is written 
and which I think will be distributed to the committee members. It 
is just 10 minutes long, so I will proceed right away. 
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PROPOSED AMENDMENTS 


Mr. Chairman, I should not take the time of the committee, having 
served on a similar committee in the House, if I did not feel it my duty 
to lay before the committee two amendments to the pending measure, 
and since this is the usual legislative practice, I ask the committee 
to understand my reason for taking its time is only to lay the amend- 
ments before it so that they may be considered in the committee. 

The purposes of these amendments are (1) to establish the in- 
tent—— 

The CuarrmMan. Excuse my interruption. In order to follow you, 
are you using the figures that were in the report itself? 


Senator Javits. I am using the figures in my own statement, Mr. 


Chairman. 

The Cuatrman. Can you point them out? 

Senator Javrrs. Yes, I have the text amendments which I will 
submit. 

The Cuatrman. I see there is one on the first line in the second para- 
graph. y 

Are they numbered throughout in that way ? 

Senator Javrrs. No, they are just numbered for the purpose of these 
two amendments and then I go on to read the text. 

The purpose of the first amendment is to establish the intent of the 
Congress to provide $5 billion in the next 5 years for the Development 
Loan Fund for foreign economic assistance including provision for 
$1,125 million for the period ending June 30, 1959, and of course 
without endeavoring to commit future Congresses. The purpose of 
the second amendment is to provide for a study by the appropriate 
agencies of our Government under the authority of the Congress of 
the barriers to international private investment and technical assist- 
ance and the extent thereof. For this purpose I am submitting 
separately the text of these two amendments as introduced by the 
chairman and the ranking minority member. 

(The amendments referred to are as follows:) 


INTENDED To BE ProposeD BY MR. JAVITS TO THE Brit §S. 3318 (AMENDING THE 
MUTUAL Security AcT) 


Insert on page 3, line 11 [concerning Development Loan Fund]: 

(b) Strike subsection (a) of section 203 of such act and substitute the follow- 
ing: 

(a) In order to carry out the provisions of this title such funds shall be 
made available as are hereinafter authorized and appropriated to the President 
from time to time through June 30, 1963: Provided, That there is hereby au- 
thorized to be appropriated to the President without fiscal year limitation for 
advances to the Fund through June 30, 1959, $1,125 million. Nothing in this sec- 
tion is intended nor shall it be construed as an express or implied commitment to 
provide any specific assistance whether of funds, commodities, or services to any 
eountry or countries. The authorization in this section is limited to the fiscal 
year ending June 30, 1959, in order that subsequent Congresses may pass on any 
subsequent authorizations.” 


23578—58——- 33 
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AN AMENDMENT To BE PROPOSED BY SENATOR JAVITS TO S. 3318 (AMENDING THE 
MUTUAL SeEcuRITY ACT) 


Add the following new section: 

“Under the direction of the President, the Departments of State and Com- 
merce, the agency primarily responsible for administering nonmilitary assistance 
under this act and such other agencies of the Government as the President shall 
deem appropriate, in cooperation to the fullest extent practicable with private 
enterprise concerned with international trade and foreign investment, shall con- 
duct a study of the barriers to international private investment and technical 
assistance generally and specifically of the ways and means in which the role 
of the private sector of the national economy can be more effectively utilized in 
efforts to promote world peace, and to encourage the establishment and preserva- 
tion of free institutions and the progress of social, economic, and cultural devel- 
opment under them in foreign countries.” 


PROMOTION OF INTERNATIONAL TRAVEL 


Senator Javrrs. In addition to the text amendments I call attention 
to two additional facts which I believe to be important to the com- 
mittee’s consideration of this year’s mutual security bill. First, com- 
pletion of the study of barriers of international travel, and ways and 
means of promoting such travel in the mutual interésts of the United 
States and the countries assisted under the Mutual Security Act as 
»rovided by the 1957 amendments to the act, is expected to be on hand 
efore the time for final action on this year’s amendments; it will be 
recalled that section 8 (n) of the 1957 amendment calls for this study. 
And under the auspices of the North Atlantic Treaty Organization 
Parliamentarians Conference, a study is being made of the capability 
for cooperation among the NATO countries in economic and technical 
assistance to the less developed areas of the free world. 

The report on international travel is being made by Clarence 
Randall, the President’s special designee for this purpose under sec- 
tion 8 (n) of the amendments to the Mutual Security Act, which we 
adopted last year, and I think it will help us in an area which repre- 
sents the most pleasant kind of exports made by the United States— 
exports in terms of the people whom it sends abroad as tourists. 


STUDY OF CAPABILITIES FOR NATO COOPERATION IN ASSISTANCE TO 
UNDERDEVELOPED COUNTRIES 


The second fact, Mr. Chairman, and one bearing also upon your 
consideration of the bill, is that the North Atlantic Treaty Organiza- 
tion Parliamentarians Conference, which has been functioning in 
Paris for the last 3 years and which will meet again this November, 
is making a study of the capability for cooperation among the NATO 
countries in economic and technical assistance to the less developed 
areas of the free world. 

I have the honor to have been appointed by the distinguished chair- 
man of this committee the United States reporter of the General Eco- 
nomic Committee for the NATO Parliamentarians in this connection, 
so I speak with some authority on this. The reason that it is so 
important is that it may mark a new departure. I noticed my dis- 
tinguished colleague from Wisconsin, Senator Wiley, suggested new 
departures. This may very well mark one, and for this reason: We 
have heretofore not gone into partnership with other countries for 
economic aid. There has really been no blueprint for it. Now the 
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NATO Parliamentarians are addressing themselves to this subject 
and there may well be opened up a new avenue for cooperation which 
will get us help in respect to the foreign aid programs which we are 
carrying on. A little bit later, I shall allude to some specific pro- 
posals which are now on the table in that regard. 


PROPOSED INCREASE IN DEVELOPMENT LOAN FUND 


To continue with my statement, Mr. Chairman, it is freely pre- 
dicted that foreign aid, especially economic aid, will not be favorably 
considered in the Congress this year and particular reference is made 
to the Development Loan Fund which is now the core of that part 
of the mutual security effort. It was this Fund which suffered a 
drastic cut of two-fifths of the amount authorized last year, $200 
million. Yet I know of no time in our postwar history when it is 
more vital that an adequate amount for economic assistance to the 
other free peoples be made available. 

Hence my view that an adequate amount should be fought for with- 
out inhibition or preconception as to what individual Members will 
do, but rather with the conviction that the case in the national in- 
terest should be made to the country. 

Hence my proposal to increase the administration request for 1959 
by $200 million to make up the 1958 cut and to provide for a 5-year, 
$5 billion program compared to the administration’s original 3-year, 
$2 billion program. I feel in this respect that the administration pro- 
posal is inadequate for it does not take account of last year’s cut and 
this year’s stern necessities. I do not say this critically. It is well 
known that I am an ardent advocate of many of the administration’s 
policies and an ardent supporter of the President, so I do not say it 
critically, for I can understand the problem of administrators faced 
with what is labeled realistic advice from congressional sources, but I 
believe it the duty of Members who feel as I do to offer the needed 
amendments and to state reasons to the country. 

Mr. Chairman, when I speak of myself and the people who think 
like me in this respect, I want to emphasize that it is up to us to put 
up just as spirited a fight for foreign economic aid as that which will 
be waged against it by its opponents. 


NEED FOR ASSURED SOURCE OF ECONOMIC AID FUNDS 


Mr. Chairman, I put forward 6 reasons for the need for an assured 
source of economic aid funds over a 5-year period and for providing 
$825 million instead of $625 million as requested by the administration 
for the Development Loan Fund in the coming fiscal year: (1) The 
security of the United States is dependent upon retaining in the free 
world the peoples now in it and this is in turn dependent upon assur- 
ing them of effective current progress—I would like to emphasize 
those words, “effective current progress”—in raising standards of 
living through free institutions; (2) Soviet Communist “ideological” 
competition with the free world’s means for improving standards of 
living is very much on display: witness the current comparisons be- 
tween Communist China on the one hand and India and Pakistan on 
the other, in terms of their economic progress—between North and 
South Korea, between Viet Minh and Vietnam, between the United 
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Arab Republic and the Iraq-Jordan Federation. I think these com- 
parisons and what they imply to the uncommitted peoples of the world 
demand increased effort in terms of economic aid on our part, and Mr. 
Chairman, I would like to pay a tribute to the very distinguished pres- 
entation made on the specific subject of India in respect of this ideo- 
logical competition by Senators Kennedy and Cooper on the Senate 
floor the other day. 

My third reason: Soviet competition in economic aid concentrated 
in areas of potential Communist infiltration like Afghanistan, Cam- 
bodia, and Indonesia, as well as the United Arab Republic, aggregat- 
ing $1,500 million as of December 30, 1957, urgently demands our 
attention. 

May I say parenthetically, Mr. Chairman, that while we talk about 
new concepts and the fact that the Soviet Union is always trying to 
keep a propaganda jump ahead of us, here is one case where they are 
running after us. They have decided this is a very good idea and they 
are going to try it, too. 

My fourth reason: The vital antirecession effect of United States 
economic aid in building higher standards of living in the free world 
and therefore in materially increasing United States exports. And, 
fifth, assurances to the United States of continuing essential raw- 
material supply from the less-developed areas of the free world. I 
don’t think I need to dilate upon those facts, Mr. Chairman. I think 
they are very well known as to the complete dependence of the manu- 
facture of every truck, every car, every tank, every airplane, upon raw- 
material imports from some region in the less-developed areas of the 
world. 

My sixth reason: The establishment of confidence in the United 
States determination to go forward vigorously with free-world de- 
velopment. as a critical free-world morale factor. 

Now Mr. Chairman, I have repeatedly heard the point made that we 
are in a recession, and that therefore we have to be very careful and 
we have to go very easy in respect to foreign economic aid. 

Mr. Chairman, I would like to call the attention of the committee 
to the example set us by another heroic people, who, while not in a 
depression, were facing death rather than life. The British people 
in December of 1940—at the very height of the German blitz on De- 
cember 7 and 8, 1940—sent the 7th Armored Division, where? 
To the shores of Britain? No, sir. They sent the 7th Armored 
Division into North Africa, when they were in threat of an invasion 
themselves. They did that because they knew from their long ex- 
perience that the best policy when you are in trouble is not to sit 
down and take it. It is to get up and do something about it, and that 
is why I am making this statement to this committee, and I would 
like the committee very much to bear in mind that heroic example 
which Churchill says in his great book, The Finest Hour, paid off 
in big dividends to Britain, at a time when we were not in the war, 
when Britain was alone, when Hitler was running wild all over the 
world. 

They sent an armored division not to the shores of the English 
Channel to defend against the expected invasion, but to North Africa 
to carry the attack against enemy forces there. 
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CRITERIA FOR FOREIGN ECONOMIC AID DETERMINATIONS 


Now, Mr. Chairman, the criteria in making our determination this 
year on foreign economic aid, it seems to me, rests in the enhanced 
appreciation of the national security implications in such aid, in the 
intensity and determination of the Communist bloc competition in 
the very same area of economic aid, and in the search for means to 
stem the recession. 

I would like to call the committee’s attention to one other point. 
The sudden cessation in this country of top priority concern about our 
national security, which prevailed from the time when the first Rus- 
sian earth satellite was launched in September 1957, until quite re- 
cently, and its displacement in the piiblis consciousness as first pri- 
ority by the recession, this it seems to me must be very alarming to 
every observer of the national scene. For the national security, Mr. 
Chairman, is no less imperiled than it was a few months ago in 
terms of the vigorous measures which must be taken to come abreast 
of our defense needs. 

A free world willing, indeed anxious, to cooperate in*terms of its 
own security is, if anything, more indispensable than ever, consider- 
ing the range and character of our weapons’ deterrent at this time— 
with our strategic aircraft heavily based overseas, with our IRBM’s 
having a 1,500-mile range necessarily based overseas—while we be- 
lieve the Russians have the capacity for the ICBM with a 5,000-mile 
range which outgun us unless we are based overseas. 

The United States determination to cooperate in effective means 
to assist the cardinal objective of economic development of the new 
independent nations in the less-developed areas is the greatest single 
contribution we can make to assure their support for activities related 
to defense. 

Now, Mr. Chairman, I emphasize that one need not fix political 
conditions or military conditions for this purpose. On the contrary, 
such conditions are likely to be self-defeating, but the actual prog- 
ress of these new nations in economic development is our greatest 
convincer. 

This is especially true of the 20 new independent nations created 
since World War II in Africa and Asia, largely out of previous 
colonial empires with a population of more than 700 million people, 
territories of nearly 5 million square miles and, very importantly, per 
capita incomes generally averaging one-twentieth of our own—under 
$100 per capita per annum. 

As bearing directly on the adequacy of the figure proposed by the 
administration for economic aid under the program, I point out that 
the Under Secretary of State for Economie Affairs, Mr. Dillon, who, 
incidentally, I think, is an unparalleledly fine public servant, has 
already stamped that request “at most no more than the barest 
minimum.” 

The figures that I have from the International Cooperation Ad- 
ministration, and I asked them first whether they had any objection 
to my using them, the figures I have from ICA show that at the 

resent time the Development Loan Fund has over $1,600 million in 
oan proposals under consideration in addition to the $142 million 
already committed or earmarked. 
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Let me emphasize that already, though it is only early April, we 
have already committed or earmarked about half of what was pro- 
vided for last year. Sas 

Each of these proposals included in that figure of $1.6 billion is 
considered to involve the type of activity and to be located in the 
geographic area eligible for financing by the fund, and to deserve 
serious scrutiny and consideration. 

In addition, it is expected that these proposals may well exceed 
$3 billion before the end of fiscal year 1959, and that not less than an 
aggregate of $1,025 million—I would like to repeat that figure—$1,025 
million—must be committed and earmarked for specific loan proposals 
before the end of fiscal 1959 at the very minimum. 

Mr. Chairman, while we appropriate billions of dollars willingly 
for military security, it would seem to me indeed foolhardy to refuse 
the appropriate $200 million more for securing the base upon which 
military security must rest. 

The need for a dependable program over a period of years is evi- 
denced both by distinguished expert testimony and by our experience 
with the Economic Cooperation Administration in the rehabilitation 
of Western Europe from 1948 to 1952, 

In fact, the provision of my amendment for a statement of inten- 
tion to carry out a $5 billion, 5-year program of foreign economic 
aid—which I am submitting—is taken, Mr. Chairman, verbatim from 
the Economic Cooperation Act of 1948, section 114 (c), which I, to- 
gether with my distinguished colleague from the House, Dr. Judd, who 
is here to testify this morning, and other members of the House For- 
eign Affairs Committee, had the honor to draft when I was a member 
of the committee at that time. 

As a further item of evidence on that subject, the Committee for 
Economic Development, in its report entitled “Economic Develop- 
ment Assistance,” April 1957, said : 

If definite proposals should be formulated, involving the outlay of, say, $5 
billion in 5 years in addition to our present economic assistance program and 
holding out reasonable promise of a significant contribution to the economic de- 


velopment of the free world, we would regard this as a desirable and necessary 
investment in our national security, economic, and humanitarian interests. 


SUGGESTED STUDY OF PRIVATE INVESTMENT AND TECHNICAL ASSISTANCE 


Turning now to the second amendment, Mr. Chairman, I would like 
to point out just one other little point which I think is important. We 
talk about ECA (the Economic Cooperation Administration) as a 
great success. Well, ECA was a great success, because it was con- 
tinued over a period of time. The administration and the nations in- 
volved knew it would be continued over a period of time, in a sense on 
good behavior, that is, if it worked out well. 

I think that is the way to make one of these economic programs 
really click, and that is why I am making this same kind of a pro- 
posal which was responsible for the success of ECA to this committee 
now, because we are on the threshold of keen, acute competition with 
the Soviet Union. These dictators have a way of telling us what they 
think, and Khrushchev has told us the Communists are declaring eco- 
nomic war on us. 

Iam for believing it, not disbelieving it. 


a 





A 


a 


ti 








is 
)- 
Be 


th 


» 





MUTUAL SECURITY ACT OF 1958 509 


Now as to the second amendment which I have, Mr. Chairman, I 
have suggested a study of private investment and technical assistance. 
I believe it is long overdue. I might say, Mr. Chairman, that if it is 
determined to do it, it might well take off from the study made by the 
subcommittee of which I had the honor to be chairman, the Subcom- 
mittee on Foreign Economic Policy, of the House Foreign Affairs 
Committee. That subcommittee went into this very subject in the 

ears 1952-54, but could not really go and do the job that ought to 
be done because of limited means and limited time. 

Foreign private investment, Mr. Chairman, is in the process of a 
development which may well be called explosive. It is based, of 
course, and this is very important, on the underpinning of roads, har- 
bors, irrigation and reclamation projects, dams, educational facilities, 
and sanitation, which is assisted by Government foreign economic aid, 
but foreign private investment is indispensable in its own right, too. 

In a very important article in Fortune magazine in January 1958, 
the estimate is made that in 1956 and 1957 the average outflow of 
United States private capital jumped more than 214 times over the 
average for the decade ending in the preceding year, 1955, and that 
it increased from a rate of $1.6 billion per year to $4.3 billion per year. 

Of this total for 1956 and 1957, $2.75 billion per year is estimated 
to represent new capital. The rest is estimated to represent earnings 
of foreign subsidiaries and branches which are plowed back into the 
business. 

The same magazine estimates that within 10 years we should see 
an increase of sinien 100 percent in these figures, with the aggregate 
value of the United States private investment abroad which now 
stands at roughly $3714 billion, double what it was in 1950, shooting 
up to $90 billion within the next decade. 

Already, Mr. Chairman, 15 percent of corporate profits after taxes 
of American corporations are attributable to earnings from overseas 
investments, and the aggregate United States foreign market, both 
from exports of goods and services and from sales of branches and sub- 
sidiaries of 2,500 United States firms operating abroad, is now on the 
order of $60 billion a year, a perfectly enormous sum, and represent- 
ing in round figures something like 15 percent of our gross national 
product. 

This expansion, Mr. Chairman, points up the basis of foreign eco- 
nomic aid as an antirecession factor, because this whole structure of 
foreign private investment rests upon the Government economic aid 
program. 

Mr. Chairman, this is a capital goods recession, and the greatest 
room for expansion in capital goods sales is in the export areas of our 
economy right now. Whatever may be said about the overexpansion 
of United States production capacity in some industries, there can be 
no question of the dearth of capital goods in the less developed areas 
of the free world. 

Fortune magazine reports that such capital-goods producers as 
American Radiator, International Harvester, National Cash Register 
and IBM are earning 30 percent or better of their net profit abroad 
right now. 

The leverage, Mr. Chairman, right now is in United States foreign 
trade. It slumped 10 percent in January 1958, compared with Janu- 
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ary 1957, when it should have been moving up. This is a key place 
is apply economic stimulation and the programs I am proposing will 
o it. 

Granted the weighting of United States private investment favoring 
places like Canada and the other American Republics in oil explora- 
tion and similar mineral extraction, and the relative minority of such 
investments in manufacturing and similar enterprises in the less de- 
veloped areas, the figures on the likely expansion through United 
States private investment of the volume of production conducive to 
improving standards of living, however, in the less developed areas 
are themselves explosive in character. 

Now what can a study under congressional authority do? Let’s 
give one example, and there are many, but I give one, because it is so 
striking. 

I call attention to the fact that Argentina, Brazil, Chile, and Mexico, 
certainly the four countries which would be identified as offering the 
greatest opportunities in the other American Republics, Argentina, 
Brazil, Chile, and Mexico, are not in the mutual security guaranty 
program for private investments because we have been unable to 
conclude suitable governmental agreements with them. 

Yet they are the rey to United States private investment in the other 
American Republics, and it is reported that $50 million in investment 
in Brazil alone is awaiting the successful negotiation of a United 
States-Brazil agreement on private investment guaranties. 

Mr. Chairman, I think Congress can get to the bottom of why we 
have not concluded agreements. The great influence of congressional 
prestige can and should be brought to bear to accelerate negotiations. 

Now I shall conclude, Mr. Chairman, on this note: Just as I urge 
upon the committee the need for increased and assured foreign aid 
both as essential to our national interests and as a necessary condition 
precedent to growing United States private investment abroad, so, 
too, I believe the study of the interrelation of Government foreign 
economic aid and private investment and the possibilities for their 
coordination are urgently required. 

I am deeply convinced, Mr. Chairman, and I end as I began, that 
those who believe an adequate level of foreign economic aid is vital 
to the security and progress of our country must be willing to fight 
for their beliefs with as much devotion at least as that displayed by 
those who oppose it. 

The time to stand up on this issue and be counted is right now. 

I thank the committee, Mr. Chairman, and the chairman for his 
gracious courtesy in allowing me to present my views. 

The Cuarrman. Thank you, Senator Javits. Any questions, Sena- 
tor Wiley ? 

INCREASE IN AID RECOMMENDED 


Senator Wizey. As I understand it, Senator, you disagree with the 
previous witness, Senator O’Mahoney. You would not want to cut 
the $754 million out of the requests that have been made; is that right ? 

Senator Javits. I would not, Senator Wiley. 

Senator Wirry. And you would add to that 200 million, to the loan 
fund or the foreign economic assistance ? 

Senator Javrrs. I would, sir. 2 
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Senator Witey. That shows diversity of opinion as usual. I want 
to ask a few other questions. Irrespective of the economic phase of 
this, I get from what you have said, that it is your opinion that it 
is in the interest of national defense of this country to provide more 
deterrence so that a third world war will not break out that these 
ideas of yours should be put into operation. 

Senator Javrrs. Precisely, sir. 


EFFECT ON EMPLOYMENT 


Senator Witry. Do you also agree that, if you were to slice off a 
considerable amount of money, it would mean additional un- 
employment ? 

Senator Javirs. I think in this country we have a tremendous 
stake, as I have tried to point out, economically in this program, 
which goes far beyond the immediate jobs created by the goods them- 
selves, which are the subject of the foreign economic aid. 

And so I thoroughly agree with the Senator. 

Senator Wirry, That is all. 

The CHaimman. Senator Hickenlooper, any questions? 

Senator HickEeN.oorrr. No questions, thank you? 

The Cuarrman. Thank you very much. 

Senator Javrrs. Thank you, Mr. Chairman. 

Senator Smirn. I’m sorry I wasn’t here to hear you, but I had a 
very important engagement. 

Senator Javirs. Mr. Chairman, may I say I wouldn’t for a moment 
presume to think that my views, my general policy views, would be 
of interest to the committee, but T did have the specific amendments ; 
I did want to justify them, and knowing the committee as I do, I know | 
they will have your considered judgment. 

The Cuamman. Glad to have it. 

The next witness is the Honorable Francis O, Wilcox, Assistant 
Secretary of State for International Organization Affairs, 

Proceed in your own way. 


STATEMENT OF HON. FRANCIS 0. WILCOX, ASSISTANT SECRETARY 
OF STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 


(Mr. Wilcox’s oral testimony follows his prepared statement sub- 
mitted for the record. The prepared statement is as follows :) 


STATEMENT OF FRANCIS O. WILCOX, ASSISTANT SECRETARY OF STATE FOR INTER- 
NATIONAL ORGANIZATION AFFAIRS 


FISCAL YEAR 1959 


I appreciate the opportunity of presenting the administration’s request for 
funds for contribution to the United Nations expanded technical assistance pro- 
gram, and the new, related special projects fund for calendar year 1959. 

For fiscal year 195 98 the Congress appropriated $15.5 million, which was pledged 
to the United Nations program subject to the limitation that the United States 
contribution would not exceed 45 percent of total contributions. The request now 
before you is for authorization and appropriation of $20 million in new funds and 
is designed to cover both the expanded technical assistance program to which 
we have been contributing in the past, and the new special projects fund which 
was approved by the General Assembly in December 1957. These programs are 
not 2 totally different creatures; rather, they are 2 sides of the same coin. Both 
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are “technical assistance” programs; and in a very real sense the new one grows 
out of the old. Therefore, I should first discuss the expanded technical assistance 
program. 


Eapanded technical assistance program 
The United States has found it wise to support technical assistance through 
multilateral channels for several good reasons. 
(1) Participation in international programs in which other governments share 
the cost is more economical for the United States than bearing the cost alone. 
(2) Many countries—particularly the new and sensitive countries—prefer to 
request assistance from an international organization of which they are members 
and to which they contribute rather than from an individual foreign government. 
This does not mean that they don’t know and recognize where the largest portion 
of international aid comes from. Much good will accrues to the United States 
| from its strong support of technical assistance activities of international organ- 
izations—at times a good will which we could gain no other way. 

(3) Experts are recruited from 61 other countries, both lessening the demand 
on United States manpower in fields where United States experts may be scarce, 
and often substantially lessening the cost of su’ a expert services. 

As you know, the expanded technical assistance program of the United Nations 
was established in 1950 and has been providing technical assistance in gradually 
increasing amounts since its inception. During the life of the program total con- i 
tributions from other governments have doubled. In 1950 other governments j 
contributed $8 million; for 1958 their contributions will exceed $16 million. 
During this same period the United States contribution increased from $12 million 
in 1950 to $15.3 million for 1957. Thus, while the total available has steadily 
increased, the United States has been able to decrease its percentage from 60 per- 
cent in 1950 to 45 percent for 1958. Although the United States pledge for 1958 
is $15.5 million, the amont actually paid by the United States for 1958 will be 
only about $13.5 million, because of the 45 percent limitation on the United 
States contribution. 

In addition to their payments to the central account, recipient countries con- 
tribute very large amounts in money and in kind to the local costs of projects. 
For 1958 these local contributions are estimated at $67.5 million which is more 
than twice the amount contributed to the central fund. It is worth noting 
that when these contributions are taken into account, the United States share 
of the total program is about 15 per cent. 

As the U. N. program has grown so has the capacity of less developed 
countries to use assistance effectively. Indeed, this fact is a measure of suc- 
cess, for sound basic development makes possible and encourages further 
development. The emergence of some 20 newly independent countries in recent 
years has inevitable added to the increasing (and increasingly vocal) needs 
of underdeveloped countries for more technical assistance on a multilateral 
basis. 

The expanded technical assistance program is carried out by the United 
Nations and its specialized agencies—FAO, WHO, UNESCO, ILO, ICAO, ITU, 
and WMO. These agencies provide experts, training both at home and abroad, 
and a limited amount of equipment to underdeveloped countries at their own 
request. The primary emphasis, of course, is in the fields of health, agriculture, 
and education, although assistance is also provided in industrial development, 
aviation, telecommunications, and other specialized areas. 

The program is financed by annual voluntary contributions from governments 
to a central fund. Governments announce their pledges for the following calen- 
dar year at a pledging conference in the fall. In order for a United States 
pledge to be made in October 1958 for calendar year 1959, authorization and 
appropriation of funds for fiscal year 1959 are now requested. 
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Special projects fund 

There has been growing pressure in recent years from underdeveloped coun- 
tries for an international development fund to be administered by the United 
Nations. In the summer of 1957 the Economic and Social Council passed a 
resolution urging the General Assembly to proceed with the establishment of 
a Special United Nations Fund for Economic Development (SUNFED). The 
United States has consistently opposed such a move on grounds that adequate : 
funds would not be available to make a multilaterial economic development 
fund meaningful until such time as there had been substantial progress toward | 
international disarmament. 1 
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At the 12th General Assembly, which convened in September 1957, the United 
States was faced with the alternative of having SUNFED established over its 
opposition, or of proposing some other concrete and feasible measure which 
would aid the economic development of the less developed countries, but would 


be more capable of realization than SUNFED. The United States took the ii 
initiative in proposing a substantial enlargement of the U. N. expanded technical i 
assistance program from its present level of about $30 million to about $100 t 
million including the establishment of a related special projects fund. i 

The special projects fund, as proposed by the United States, would be integrally i) 


related to the expanded technical assistance program and specifically earmarked 
for such technical development projects as would provide concentration in depth 
on surveys, research, and training projects of basic importance to successful 
economic growth, many of them regional in scope. This fund would help finance i 
such projects as intensive surveys of water, mineral, and potential power re- | 
sources, the establishment, including staffing and equipping, of training insti- ' 
tutes in public administration, statistics and technology, and of agricultural 
and industrial research and productivity centers. It is true that the United 
Nations expanded technical assistance program now operates in these fields in i 
t a limited way. The needs of the less developed countries requesting assistance | 
t from the United Nations are great, however, and it has not been possible to 
' provide more than a few experts and fellowships in response to any individual 
i country’s request. The new fund will enable the U. N. to give more systematic 
I assistance in the fields listed and to support projects which require more sus- 
tained efforts. 
The proposed special projects fund is not an international capital develop- 
ment fund. It will not provide capital to build bridges, dams, roads, power- 
plants, or houses. It will help provide the basic data and economic frame- 
| work which must be the basis for sound economic development in any country. 
The General Assembly resolution provides that the existing administrative 
machinery will be used to the maximum extent possible in the administration 
of the special projects fund. A Preparatory Commission of 16 governments was 
established to work out the organizational and administrative arrangements 
which will be required for the program, to define the precise type of projects 
which the special projects fund will carry out, and to assess the resources which 
governments might be prepared to make available to the fund. The Preparatory 
Commission is meeting this month to study these problems and will report to the 
Economic and Social Council at its session in the summer of 1958. The proposed 
arrangements will be submitted to the General Assembly this fall and we plan 
that the fund can begin operation January 1, 1959. 
The special projects fund falls far short of the hopes of the supporters of 
SUNFED. It was the view of the executive branch, shared by responsible 
opinion in many countries, that the methods previously suggested by which these 
hopes might be realized have been entirely unrealistic. The problem has been to 
find some immediate practical step which could be taken toward providing the 
needed additional basic assistance looking toward the economic development of 
less developed countries. We believe that the special fund is such a realistic 
step. It is essential that the initiative which the United States delegation took 
at the 12th General Assembly, under the able leadership of Dr. Walter Judd, 
should be supported by the provision of adequate funds from the United 
, States. 


United States contribution 

We are proposing a United States pledge of $38 million as our share of the total 
projected fund in 1959. This would be for both the United Nations technical 
assistance program and the special projects fund, and would be subject to the 
percentage limitation set by the Congress. Detailed plans for the operation of 
the special projects fund are still under discussion. In view of the fact that the 
fund will not commence operations until January 1, 1959, and will require some 
time to gain momentum to reach its full proposed operating level, we estimate 
that the actual United States payment in 1959 required to fulfill this pledge 
would be about $20 million. The legislation before you provides for authoriza- 
tion for an appropriation of that amount. If contributions by other nations call 
for a contribution by the United States in excess of $20 million, such additional 
funds would be taken from the contingency fund. 

I would like also to comment on the percentage limitation of 38 percent 
presently set by Congress for fiscal year 1959 on our contribution to the expanded 
technical assistance program, to be further reduced to 33144 percent in fiscal 
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year 1960. The United States delegation to the 12th General Assembly came to 
the unanimous conclusion that it would be in the United States interest for 
this limitation to be reconsidered, and so recommended in a telegram to the 
State Department signed by every member of the delegation. Last week at 
the House hearing Congressman Judd make the specific proposal that the legisla- 
tion should be revised to permit the United States percentage contribution to level 
off at 40 percent for the next few years. 

A percentage limitation can be a good thing; properly set it stimulates other i 
contributions and imposes a necessary sense of fiscal responsibility. There j 
are occasions, however, where too rigid an adherence to an arbitrary figure can 
have the opposite effect to what is intended. There may be times when the 
battle of a few percentage points can be won only at the expense of a whole 
campaign. 

We feel this danger exists with regard to the present percentage limitation i 
provisions of this law. 


PRESENTATION OF ADMINISTRATION REQUESTS 


Mr. Wucox. Thank you very much, Mr. Chairman. I am grateful, 
Mr. Chairman and members of the committee, for this opportunity 
to appear before you this morning in order to present the adminis- 
tration’s request for funds for our contribution to the United Nations 
technical assistance program and to the related special projects fund 
for this coming year. 

I do not think it will be necessary, Mr. Chairman, for me to take a 
great, deal of the committee’s time this morning. Most of the mem- 
bers of this committee have observed United Nations activities in the 
field at firsthand, and you and the members of the staff have prepared 
a number of very excellent reports on the work of the United Nations 
in the technical assistance field. 

We have taken advantage of many of the suggestions which you 
have made in these reports. I therefore think I can keep my remarks 
on this program very short this morning on the assumption that my 
prepared statement will appear in the record. 

For this fiscal year 1958, the Congress appropriated $15.5 million, 
which was pledged to the United Nations program subject to the limi- 
tation that the United States contribution would not exceed 45 percent 
of total contributions. The request which you now have before you, 
Mr. Chairman, is for $20 million in new funds and is designed to cover 
both our contribution to the United Nations technical assistance pro- 
gram and to the new special projects fund, which is closely related to 
the technical assistance program. 

Dr. Judd, member of the House Foreign Affairs Committee, who 
represented the United States delegation on Committee 2 in the Gen- 
eral Assembly this past year, and who took care of our interests in 
connection with this program, is here this morning to comment on the 
special projects fund. 

My remarks will be confined largely to the technical assistance 
program. 
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TRIP OBSERVATIONS OF UNITED NATIONS TECHNICAL ASSISTANCE PROGRAM 


T have just returned, Mr. Chairman, from a trip to the Middle East 
and the Far East, and my observations there convinced me again that 
the United Nations technical assistance program is in fact an effective 
program. So far as I was able to observe the projects are, on the 
whole, soundly conceived. There is good cooperation generally speak- 
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ing between the United States bilateral programs on the one hand 
and the United Nations technical assistance programs on the other. 
Moreover, the personnel that is engaged in carrying out these pro- 
grams is generally dedicated and able. 

I found, too, that the people administering these programs were 
careful about the amounts of aid which they make available to the 
recipient countries almost to the point of frugality. 

I think the committee, Mr. Chairman, is well aware of the reasons 
why the United States has supported multilateral aid through the 
United Nations. 

In the first place, it is considerably cheaper because we have many 
other countries contributing to the program. In the second place, it 
provides a larger reservoir of manpower, of technical experts from 
which to draw upon, and we, of course, in this country are rather 
short of technical experts anyhow. 

Finally, there is the point which I think ought not to be overlooked, 
that a good many countries, particularly the newly established coun- 
tries, that are rather sensitive about their sovreignty, would prefer to 
receive assistance through a multilateral organization than on a bi- 
lateral basis. 


INCREASE IN CONTRIBUTIONS OF OTHER COUNTRIES 


One thing that has impressed me about the technical assistance 
program is the fact that the contributions from other countries have 
increased rather substantially over the years. Indeed, since 1950, 
those contributions have doubled. This has enabled us to bring our 
percentage contribution down from 60 to 45 percent. 

In addition, I ought to call attention of the committee to the fact 
that the local contributions have increased to the point where these 
contributions now amount to about $67,500,000. These local contri- 
butions are used for transportation, for maintenance, and for local 
expenses connected with the program. 


SPECIAL PROJECTS FUND 


Now may I say just a word, Mr. Chairman, about the special proj- 
ects fund. During the past few years there has been a growing tend- 
ency in the United Nations to insist upon the creation of a Special 
United Nations Fund for Economic Development, that is a so-called 
SUNFED program. We have opposed such a move on the grounds 
that adequate funds would not be available to make it effective, and 
also because there is a wide difference of opinion as to just how such 
a program might be set up and how it might operate. 

When the 12th Assembly convened, we were faced with the rather 
difficult prospect that stemmed from the vote that was taken in the 
Economic and Social Council last summer—a vote of 15 to 3 to create 





a Special United Nations Fund for Economic Development. 

In the face of this insistent demand that such a fund be created, 
we proposed an alternative program which we thought was very 
modest in its dimensions and which would practically meet the prob- 
lem we faced in the United Nations. This proposal was to estab- 
lish a special projects fund, which we suggested might increase the 
total amount for technical aid up to say $100 million if other coun- 
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tries matched our efforts. This special projects fund would be closely 
related to the U. N. technical assistance program and would be ear- 
marked for such technical development projects as surveys, research, 
and training projects of basic importance to successful economic 
growth, many of them regional in character. It would help finance 
such projects as surveys of water, mineral, and potential water re- 
sources. It would also help in the establishment of training insti- 
tutes in public administration, statistics and technology, and of agri- 
cultural and industrial research and productivity centers. 

I think the committee knows that one of the big problems we have 
had abroad is the fact that many governments have not had people 
who were adequately trained in such fields as administration, statistics, 
and other related fields of study. 

I want to emphasize, Mr. Chairman, that this is not a capital de- 
velopment fund. It is not for the purpose of building dams, roads, 
powerplants, houses, bridges, and things of that sort. 

It will, however, help make available the basic data which can lead 
to more satisfactory economic development in these underdeveloped 
countries. 

The General Assembly resolution providing for this program speci- 
fies that the administrative arrangements now used for the U. N. 
technical assistance program will be used to the greatest extent possi- 
ble, and we are hopeful that the fund can begin operation the first 
of January 1959. 

TOTAL FUNDS REQUESTED 


Just one final comment I would like to make, Mr. Chairman, before 
Dr. Judd begins his remarks on this program. We are suggesting 
a United States pledge of $38 million as our share of the total fund 
in 1959. This would be for both the United Nations technical assist- 
ance program and the special projects fund, and would of course be 
subject to the percentage limitation which is set forth by the Congress. 

Senator Witey. Would that be in addition to the $20 million that 
you mentioned in the first place? 

Mr. Wircox. Senator Wiley, we are asking for an authorization of 
only $20 million to take care of the two programs. If we do have to 
go as high as $38 million, we would take the rest from the contingency 
fund. But we are asking for only an authorization of $20 million 
for the program, since this is all we think we may need. 

Senator Witey. Overall ? 

Mr. Wircox. Yes. 


Senator Witey. Thank you. 
PERCENTAGE LIMITATION 


Mr. Wuicox. Just one comment on the percentage limitation which 
was set by Congress last year. The law provided that we should con- 
tribute 38 percent for fiscal 1959 of the total contributions to the 
United Nations technical assistance fund. 

Now the United States delegation to the General Assembly this 
last year came to the unanimous conclusion that it would be in the 
national interest of the United States to have Congress reconsider this 
ceiling proposal, and they recommended this in a telegram to the State 
Department signed by every member of the delegation. 
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Last week during the House hearings on this legislation, Congress- 
man Judd made the specific proposal that the legislation should be 
revised in order to permit the United States percentage contribution 
to level off at 40 percent for the next few years. 

A percentage limitation, Mr. Chairman, can be a good thing. Prop- 
erly set I think it does stimulate other contributions, and it does impose 
a necessary sense of financial responsibility. 

There may be times, however, when the battle of a few percentage 
points can be won at considerable cost to us in good will and coopera- 
tion from other countries. I feel that this danger does exist with 
respect to the present percentage limitation provisions of this law. 

Senator Smrru. You mean the 38 percent you are talking about now ? 

Mr. Witcox. Yes, Senator Smith. The delegation felt that that is 
going a bit too low, that it will in fact lower the total amount avail- 
able to the program rather considerably. Consequently, they urged 
that the Congress reconsider the decision to lower the limit this next 
year to 38 percent. And as I say, Congressman Judd, who is here 
with the committee this morning, did propose last week before the 
House committee that the Congress set the ceiling at 40 percent rather 
than 38 percent for next year. 

Senator Smiru. Then the 3314 applies in 1960? 

Mr. Witcox. His proposal I think would be that the ceiling be 
leveled off at 40 percent for the next few years. 

Senator Smrru. Would we change the pending legislation then ? 

Mr. Wiicox. Yes, sir: the existing legislation would need to be 
changed if his proposal is acceptable to the Congress. 

The CuHarrmMan. Have you finished ? 

Mr. Witcox. Yes. Thank you very much, Mr. Chairman. 

The Cuarrman. Mr. Morse, have you any questions? 


SPECIAL UNITED NATIONS FUND FOR ECONOMIC DEVELOPMENT (SUNFED) 


Senator Morse. How many nations of the United Nations among 
the free nations do you think favor some form of SUNFED? 

Mr. Wicox. Senator Morse, I do not have the list before me. I 
would say a fairly large number of underdeveloped countries favor 
some kind of SUNFED program. The vote in the Economic and 
Social Council last summer was 15 to 3. 

The United States, Canada, and the United Kingdom voted against 
the proposal. 

Senator Morse. Then we came along with our alternative plan. 

Mr. Witcox. Yes, sir. 

Senator Morse. Rather than to make any proposals for modification 
of SUNFED that would meet our objections, would it be fair to say 
that one of the major American objections to SUNFED is that we 
feel that it in a sense reperesents the old principle of taxation without 
representation in the sense that we would be in the minority, and the 
majority could very well by their votes dictate the expenditure of 
funds, the largest share of which is contributed by the United States? 

Mr. Witcox. Yes, Senator Morse, I think that is true. It would 
depend of course on what kind of voting arrangements were set up. 

Senator Morse. That is my next question. What recommendations, 
if any, has the American delegation ever made that would protect 
the American taxpayer in respect to this objection that we have raised 





518 MUTUAL SECURITY ACT OF 1958 


by proposing a procedure that might be based upon some proportion- 
ate voting principle in relationship to money contributed ¢ 

Mr. Wilcox. If the time arrived, Senator Morse, when the sentiment 
of the international community was strong enough and the money 
available sufficient to justify a SUNFED program, and the United 
States found itself contributing a large proportion of the amount 
necessary, I think we would make some recommendation about the 
method of voting which would protect our interests in such a program. 

Senator Morse. Mr. Secretary, I want to make it very clear that 
that would be the first essential requirement that I would insist upon 
as far as my support for a SUNFED program is concerned, and there 
are many variances, apparently, of this so-called concept. 

I want to make that very clear. I do think that we have got to 
insist upon a procedure whereby the interests of the American tax- 
payer, in the last analysis, will be protected by some proportional 
voting ratio arrangement. I want that understood preliminary to 
my raising my next question. 


ASIAN AND AFRICAN COUNTRIES’ CRITICISMS OF UNITED STATES OPPOSITION 
TO SUNFED 


When they are published, I want you to take a look at the proceed- 
ings of the Commonwealth Parliamentary Conference in New Delhi, 
India, in December 1957, because we took a shellacking from delega- 
tion after delegation, from Asia and Africa, for our opposition to 
a Special United Nations Fund for Economic Development 
(SUNFED). 

The criticisms were not nice. They were blunt and frank, and they 
alarmed me, because to my great surprise, I felt that although it was 
not intended by the delegations, the criticisms expressed very effec- 
tively what I considered to be Russian propaganda; namely, that we 
seek to use our American purse strings in the aid program to exercise 
international economic control. The surprising thing was that you 
got criticisms like this from the young republics that had become free 
only in recent times. They were very critical of the United States 
for our opposition to SUNFED. They told us to our teeth that if 
we really meant it, this matter of international cooperation, then we 
ought to join in SUNFED. 

Well, you will find when you get the proceedings that I raised this 
point good-naturedly and they kindly responded to it. They are 
asking us to walk out on the principle that established us in the first 
place as a Republic, in part; namely, this matter of taxation without 
representation, and that we would not be inclined to give this amount 
of control to a majority that might be a galloping majority. 

Now having said this, Mr. Secretary, I want to express my alarm 
about this situation, because I am not so sure that we are following 
a wise course of action of wait and see. I would much rather see our 
State Department and our United Nations delegation offering some 
alternatives by way of procedural changes, if they are going to insist 
on SUNFED, rather than wait until we are driven into a position 


where we either go along, and then at a late date offer procedural 


safeguards, or pull out. 
What I am afraid of is that if Russia gets economically stronger 
and starts what many of us fear, namely, this offensive on the eco- 


soameneeer 








a UPS le 


cver Cv Gy we 


— ew oT SS I 





RIN 


MUTUAL SECURITY ACT OF 1958 519 


nomic front, we may 25 or 30 years from today—we had better be 
thinking that far ahead—find ourselves in the position where we 
will be on the outside looking in. 

I wanted to raise this this morning because of what you say in your 
testimony about SUNFED, because I was made very unhappy at 
this conference by the surprising opposition of the Asian and African 
delegations. 

Mr. Witcox. There is a good deal of domestic pressure in these 
countries, Senator Morse, and I think the delegations are reflecting 
to a large extent that domestic pressure for such a program. 

Senator Morse. I think that is true. 

Mr. Witcox. We have made it quite clear, however, that we do not 
see where the money is coming from, and under the circumstances 
we cannot support this kind of program. 

Senator Morse. I just wanted to raise it for the record so that 
you would know of the experience I had. And I do recommend that 
you take a look at the proceedings, because if the proceedings are 
accurately transcribed, that is going to be in it. 

I do not know how much they will edit out, but they were certainly 
smoking on the floor of the conference. 

Mr. Wixcox. Thank you very much. I will look at that. 

The Cuarrman. Senator Wiley, any further questions? 


GENERAL ACCOUNTING OFFICE FINDINGS 


Senator Wirry. I have one question I would like to ask Mr. Wilcox, 
because he is so well posted in many matters. It does not relate to 
his testimony, but it relates to the testimony of a previous witness 
where he said, in relation to mutual security, that there was a report 
filed by the General Accounting Office that indicated that there was 
great waste. 

Do you know anything about that report ? 

Mr. Wircox. I know a little bit about it, Senator. I haven’t studied 
it carefully. 

My general reaction to it was that in a program of this size and 
dimension there is bound to be a certain amount of waste just as there 
is in any comparable Government program that we have carried it 
in the last 10 or 20 years. But it seems to me from my own observa- 
tion and my own studies that the wastes are relatively small, and that 
they are coped with effectively by the administration whenever they 
are discovered and pointed out. Moreover the overall objectives of 
the program are so very important that the wastes are relatively minor 
and relatively incidental. ' 

I may say since you have raised this point that one of the things 
that impressed me in my recent trip through Asia and the Far East 
was the tremendous importance of the mutual security program to our 
foreign policy in that area. Without the help that this aid program 
gives us, and without the assistance that we can make available 
through it, our foreign policy would indeed be very seriously crippled 
in this area. 

Senator Wiiry. You stated what I thought was the correct conclu- 
sion, but in view of the general statement that was made, I think it is 
incumbent upon us to get a hold of that; and while we wouldn't dis- 
agree with any conclusion of either one of you until we had seen the 
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facts, it seems to me that it challenges us to see whether there is in- 
efficiency, whether there is dishonesty, whether there is lack of the 
right type of personnel. 

ow your statement here today indicates that from your own obser- 
vation in recent weeks, that in the Far East you saw efficiency, you 
saw a lack of waste, you saw that there was judgment being used in 
this program. Am [right about that? 

Mr. Witcox. Senator, I should distinguish between the technical 
assistance program, which is a relatively small segment of the total 
mutual security funds. There I think it is safe to say there is little 
if any waste or inefficiency. The amount of money spent in each 
country is so very small and the needs are so very great that they are 
really very frugal in dispensing this money. 

Now when you come to the military aid and the economic aid gen- 
erally on a bilateral basis, of course you have a somewhat different 
problem. You have much more money being spent and you have 
much more opportunity for waste. But I still feel that the waste is so 
relatively small that it ought not to take our eyes off of the principal 
objective, which is to help keep the free world free in this struggle 
that we are engaged in. 

Senator Witry. Then it is your conclusion, as far as you have ob- 
served, that the aid program has been functioning having in mind 
the objective, as you say, of keeping other peoples from going into 
the Russian orbit, so to speak, and that the services generally have 
been efficient along the line of getting results in the direction you 
have suggested. 

Mr. Witcox. Yes, sir. If I may go back and refer to the Marshall 
plan, there was criticism that there was waste during the life of the 
Marshall plan. I have no doubt that that was true. But the Marshall 

lan achieved its overall objective which was to help Europe keep 
itself free and on its own feet, and I think it will be recorded as one 
of the greatest things that the United States has done in its foreign 
policy. 
EFFECTIVENESS OF THE UNITED NATIONS 


Senator Witey. How many years have you now been in active con- 
tact with the United Nations? 

Mr. Wixcox. Since 1945, sir, when the San Francisco Conference 
was held to develop the charter. 

Senator Witry. And do you want to give us your conclusion as to 
its meaning to the world of today and in the past 

Mr. Witcox. Well, sir, in these days when there is so much empha- 
sis upon missiles and upon defense budgets and things of that kind, 
I think it is highly important for us to keep in mind the objectives, 
the purposes and the principles of the United Nations Charter. 

I think this is particularly true with respect to our relations to the 
countries of Asia and Africa and the newly developing countries. 
These states have for the most part only recently gained their inde- 
pendence. They look to the United Nations for support, for comfort 
and guidance. It was designed to give them protection and to help 
keep them independent, and I think they attach perhaps a great deal 
more importance to their relationship and their membership in the 
United Nations than many of us in the United States realize. 
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So I think we must as we go along—and I would be the last to 
detract from the need for an adequate defense budget, but we must 
always do what we can to keep from leaving the impression that we 
are in any way departing from the purposes and the principles of 
the United Nations Charter. 

Senator Witty. I thank you. 

From the little experience I had there, I would say that in the 
United Nations—the crossroads of the world where men differ eco- 
nomically, politically, and religiously—I. Q.’s have met, if you want 
to say that, and gotten some understanding. It is not a legislative 
body but a body for other purposes, as you have stated. 


MULTILATERAL VERSUS BILATERAL TECHNICAL ASSISTANCE PROGRAMS 


The CuarrMan. Senator Smith, have you any other questions? 

Senator Smirn. I have a few questions that 1 would like to ask .Mr. 
Wilcox. In your discussion here of the technical assistance end of 
the program, I think you made the distinction between multilateral 
and bilateral programs, but I want to ask you this. Do you think 
the United States, as such, gains more in its foreign aid program by 
its participation in this multilateral technical assistance program in 
the United Nations or by the bilateral agreements which we have 
with all these different countries that make technical assistance an 
important part of our whole operation / 

Take in South America, for example, technical assistance is prac- 
tically the big emphasis, outside of military assistance. What is your 
judgment as between the multilateral and the bilateral, or do you 
put them both in the same category, both being needed but in different 
ways? 

Mr. Wiicox. Senator Smith, this is a difficult question and a some- 
what controversial one. I think you know that I have always favored 
both kinds of programs, both bilateral and multilateral. I think that 
both are necessary to us for our foreign policy. 

My own conviction, however, has always been that we get more 
returns per dollar from this particular program—that is the United 
Nations technical assistance program—than we do from any other 
segment of our mutual aid money. 

I would myself be inclined, and this is a personal view, which does 
not necessarily reflect the feelings of all my associates in the executive 
branch by any means to divert a little more of our bilaterial money 
into multilateral channels as the United Nations achieves experience, 
as it gains experience and as it demonstrates that it is capable of 
doing a good job in this area. 

Senator Smiru. Do you feel in dealing with multilaterals that we 
have been embarrassed at all by the fact that the control is a scat- 
tered control and we cannot call the shots as we can in the bilateral ? 

Mr. Wincox. No, I do not, Senator Smith. 

Senator Smirn. You do not think that has been abused ? 

Mr. Witcox. No, sir. I think that people who raise this problem 
are afraid of something that in fact does not exist. Most people in 
the United Nations who work with this program and who know any- 
thing about it know where most of the money comes from. While we 
do not have weighted voting in the Children’s Fund or in the technical 
assistance program or the Palestine refugee program, such as we 


Stereo anette teen 





522 MUTUAL SECURITY ACT OF 1958 


have in the International Bank and the Monetary Fund, while we 
do not have weighted voting in most of these programs, nevertheless 
our influence and our opinions and our recommendations have great 
weight. The countries involved are not inclined to go against our 
wishes if we have strong convictions about a thing, because they realize 
that if we should withdraw our support, the program would fall to 
the ground. 


HAS COMMUNIST INFILTRATION RESULTED FROM UNITED NATIONS 
TECHNICAL ASSISTANCE PROGRAM ? 


Senator Smirx. Do you think that participation in the United Na- 
tions technical assistance program has meant there has been infiltra- 
tion into some of these countries by agitators for the Communist cause / 
Are we in danger there because of these people ? 

Mr. Witcox. No, Senator, I am not at all fearful of that. This 
year as of January 1, 1958, there were 1,636 technical experts abroad 
under the auspices of the United Nations. Of those 1,636, 22 were 
Russian. That is about 1 and 35/100 percent; 4 were Poles and 1 was a 
Czech. 

Most of the Russians were in the Bombay Institute in India, and 
were to be found in very few other countries. 

My information is to the effect that Russian experts do not go in a 
country with the idea of conducting espionage activities or being sub- 
versive, or anything of that sort. Indeed this would be, in my judg- 
ment, a serious mistake on their part, and I think they feel it probably 
is, 

The experts, on the contrary, go into the country, do their job 
quietly and effectively and go on home. This is what I would expect 
the Russian experts to do. They have not engaged in the kind of sub- 
versive activities that some people feared they might engage in, so far 
as IT am aware. 

SUNFED 


Senator Sarru. That, of course, has been one of the big objections. 
I was in the United Nations as a delegate from the United States when 
they were starting discussion of SUNFED (Special United Nations 
Fund for Economic Development) and at that time we did not go 
along with that conception. We do not exactly have a SUNFED now, 
as I understand it, but we are going along with what we did before— 
sort of a multilateral get-together. 

We are all contributing to a fund to help those who need that kind 
of aid, and I suppose the special assistance fund would be along the 
economic as well as the technical assistance line. 

Mr. Wixcox. We think, Senator Smith, that this program which 
Congressman Judd will explain to you is a logical and desirable de- 
velopment of the technical assistance program, which has proved its 
mettle over the years. This is an extension of it in depth so that cer- 
tain projects can be carried on as among a number of countries. 

A good example is the Mekong Valley project involving Vietnam, 
Laos, Cambodia, and Thailand. 

Senator Smrrn. Do you look upon this special project we are going 
to discuss presently as a SUNFED operation ? 
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When we discussed this in the United Nations 3 or 4 years ago, 
some of us felt SUNFED, as such, was not desirable for us to par- 
ticipate in at that time. 

Mr. Wicox. Yes, sir; this was a continuation of the debate you 
had some 4 years ago in the United Nations, and we continue to feel 
that it is not practical to introduce anything like a SUNFED. 


A COUNTERPROPOSAL TO SUNFED 


We think this, however, is a logical and reasonable counterproposal 
to a SUNFED program. 

Senator Smiru. Will Congressman Judd give us the real distine- 
tion between a straight SUNFED and this project that we are now 
discussing ? 

Mr. Wicox. Yes, sir; I think he will. 

Senator Smirn. Then I won’t ask you further about it. Thank you, 
Mr. Chairman. 

The Cuarrman. Senator Aiken, have you any questions? 

Senator Aiken. Yes, I have one, too. I find the Secretary’s state- 
ment just a bit puzzling. You just stated that members of the United 
Nations or at least a majority of them do not like to vote against the 
United States, and yet earlier in your remarks you inferred very 
plainly that if SUNFED were put to a vote, they would vote against 
the United States. 

Mr. Wucox. Yes, Senator Aiken, there is perhaps an inconsistency 
there. I was speaking of the control of the programs which are 2d 
ready in existence, like the Palestine refugee program, the technical 
assistance program and the children’s fund. 

Now in those programs where we make the largest contributions, 
we have little difficulty in getting the kind of action that we think 
is desirable and responsible. We do not have any difficulty there. 

In connection with this SUNFED proposal, I think that we prob- 
ably would have been voted down if we had not introduced some 
suitable counterproposal like the special projects fund, because they 
have been pressing on this for the last 7 or 8 years, and they are very 
insistent. 

There is a good deal of pressure for such a program, and if we had 
not taken some constructive action, my guess is we would have been 
voted down. 

Senator Arken. Frankly, I have a little difficulty in seeing the 
American proposal as an adequate substitute for SUNFED. Why an 
expansion of technical assistance would be an adequate substitute for 
the making of soft loans is a little difficult for me to see. 

I cannot see the advantage of SUNFED, either. I think those who 
propagandize against the United States are completely in the wrong 
in that, although we ourselves are proposing a development loan fund 
which we might say was SUNFED on a bilateral arrangement. 

Now what is wrong with doing business on a bilateral basis? For 
example, take a town which has six banks. One of them is going to 
make a loan. They do not go to the other five banks to find out what 
the terms of that loan should be and so forth. If we get tied up mak- 
ing loans in conjunction with other countries we would not even be 
able to cancel one of those bad loans, would we, without consulting 
maybe 40 or 50 other nations? 
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Mr. Wiicox. Well, sir, the International Bank has worked quite 
well, and it is of course a part of the United Nations system. 
Senator Arken. Yes; but the International Bank is not taking risky 
loans so far. 
Mr. Wiicox. That is quite true, Senator Aiken. They extend only 
hard loans. 
ADVANTAGES OF A MULTILATERAL PROGRAM 


Senator Arken. And in the case of the International Bank, we will 
say that each nation serves as a director or at least a stockholder. It 
seems to me that is quite different. I was wondering what the advan- 
tage is in going in with 40 or 50 other nations. 

Mr. Witcox. There are really several advantages. One is the short- 
age of technicians if we try to do it all bilaterally. This last year 
there were over 1,600 United Nations technical experts in the field. 
Of those, about 190 were from the United States. Now we have a 
difficult time finding technical experts for our own bilateral programs, 
and, therefore, if we can share this burden of finding and sending out 
technical experts, by securing them from other countries, it seems to 
me to be very much worthwhile. 

Also, as I pointed out, if we contribute 40 or 45 percent or even down 
to 3314 percent, we get more per dollar on the basis than if we were 
to do it on a bilateral basis, because other countries are helping to 
share the burden. 

I might also point out, Senator Aiken, that many countries like to 
sit down and help plan their own future in these areas. They like to 
feel that they are a part of the program as it evolves. They like to 
think that they are doing it on the basis of equality with other coun- 
tries and not having it handed to them on a bilateral basis from one 
country or another. Some countries also like to avoid becoming em- 
broiled in a cold-war clash between the Soviet Union and the United 
States. 

COMPETITION WITH THE SOVIET UNION 


Senator Arken. Speaking of the cold war, why should we compete 
with Russia for the sake of making a risky loan’ If Russia says, “I 
will do business with you at a loss,” why should we feel compelled to 
come in and say, “We will do business with you at a bigger loss” / 

Is that sound business? Are we giving the people of these other 
countries credit for having the intelligence that I think they have? 
Do you think they are all getting fooled ? 

Mr. Wircox. No, Senator. I am inclined to agree with you. 1 do 
not fee] that it is sound to construct a mutual aid program or technical 
assistance program merely on the basis of competition with the Soviet 
Union. 

Senator Arken. If the Soviet Union wants to do business at a loss— 
and it may be that in some countries she could do business which would 
not be at a loss. whereas if we went in there we would have to do it at 
a loss, there might be some trade back and forth—are we on sound 
ground when we feel compelled to go in and compete with the Soviet 
Union for business anywhere in the world ? 

Mr. Witcox. No, sir. I would prefer to put it on the other basis. 
I think the injection of the Soviet Union into this arena of the cold 
war has created new problems for us, and we certainly ought not to 
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avoid those problems. For example we have to engage in a certain 
number of projects which catch the public eye a little bit more than 
reason would otherwise justify. The Russians, in paving the streets 
of Kabul, for example, achieved a kind of propaganda victory there. 

I think we cannot disregard that sort of thing. We have to engage 
in a certain number of projects of that type. 

Senator ArKeNn. I noticed that a lot of this talk about Russian gains 
in the cold war in the economic field arises from the fact that Ameri- 
can interests have priced themselves out of the markets, and it is a 
good excuse to say that Russia has been coming in there in the cold 
war, whereas as a matter of fact, I notice that Sweden, Germany, 
England, lots of other countries, are really the ones that are making 
the gains here rather than Russia. Isn’t there some covering up done 
there by crediting loss of our business to Russian gains in the cold 
war? 


| Mr. Wicox. That may be, Senator. I suspect you are right about 
i it. 
t Senator Arxen. I think I am in some cases, anyway. I may not 
, be inevery case. That is all, Mr. Chairman. 
The Cuarrman. Thank you, Mr. Secretary. 
: Mr. Witcox. Thank you very much, Mr. Chairman. 
. The CHarrman. The next witness will be the Honorable Walter H. 
+ Judd, Congressman from Minnesota. 
7 STATEMENT OF HON. WALTER H. JUDD, REPRESENTATIVE IN 
7 CONGRESS FROM THE FIFTH DISTRICT OF MINNESOTA 
. Mr. Jupp. Thank you very much, Mr. Chairman. 
7 The CHarrmMan. Will you proceed in your way, please ? 
. Mr. Jupp. Mr. Chairman, I appreciate the courtesy of this distin- 
d guished committee in allowing me to come over from the House and 
discuss particularly the proposed special projects fund which I had 
the privilege of sponsoring last fall in Committee 2 of the 12th Gen- 
- era] Assembly of the United Nations. | 
x BACKGROUND OF SPECIAL PROJECTS FUND PROPOSAL | 
May I first say something about the background out of which this 
= proposal grew ? 
ie Some 20 new countries, as you know, have achieved their inde- 
pendence since the end of World War IT. 
lo They have a population of betwen 700 million and 800 million peo- 
al ple. Most of the men and women in those countries who agitated so 
et long for independence had one main slogan: If we can get rid of the 
foreign imperialist who has been exploiting us, draining our resources 
+" away, keeping us in poverty, then we can keep our resources for our- 
id selves, we can promptly improve our standards of living, and we can 
at develop and industrialize, as the West has done. 
id Nobody helped these countries get their independence more than 
et the United States did, and now they find that they have not been able 
; to realize their dreams. They do not have enough capital or enough 
=. trained personnel. When the foreigner left, naturally he took a lot 
Id his capital and his managerial know-how with him, and they were 
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left without enough people with education, with experience in govern- 
ment, in industrial development, in all the techniques and processes 
by which nations develop wealth. With their inevitable inability to 
achieve their goals quickly, plus their increasing populations, plus 
the increased demands of their people, having had their appetities 
whetted by promises of a better living which they are not getting, 
those new countries are in trouble. 

In many of them the people are worse off from a straight economic 
standpoint than before they got their independence. Their govern- 
ments are under terrific pressure. They have got to be able to make 
some headway pretty soon at improving the living standards of their 
people and fulfilling their hopes, or else those governments are going 
to be overthrown. Their dearly bought political independence may 
be lost because they have not been able to develop adequate self-sup- 
port and economic independence. Both they and the world may find 
that they have merely been transferred from one imperialism, that of 
Western Europe, which had become relatively benign, to the control 
of another imperialism, the Communist, which is very far from 
benign. It is understandable that these countries have a growing 
feeling of desperation. Somehow or other they must get more eco- 
nomic development. 

What is necessary to get economic development? Three main 
things. One is natural resources—soil, water, fuel, coal and oil, and 
mineral resources. 

A second is competent skilled personnel. 

A third is capital. 

There has been a tendency in the less developed countries, quite 
naturally, I suppose, to concentrate most of their attention on the 
third—capital. There has been a feeling that if they could just get 
more capital from abroad they could do quickly what we have done 
here. 

To some of them we have become to some extent, as Senator Morse 
has pointed out, the villain in the piece. We supposedly have endless 
quantities of money. If we would just shell out more of the millions 
and billions that we have, they believe they could in a very short time 
achieve all the economic development that they dreamed of and were 
promised by their own leaders when they won their political inde- 
pendence. 

We, in a sense have been moved, however unwittingly and unjusti- 
fiably, into the unenviable chair previously occupied by the colonial 
powers of Western Europe. 

The fact is that the United States, since the end of the war, has 
given $11 billion in economic aid to underdeveloped countries through 
bilateral programs. It has supported the various regional organiza- 
tions like the Organization of American States and the Colombo plan. 
And it has contributed more than $3 billion through multilateral pro- 
grams, more than all the rest of the world combined. Yet these 
countries are unhappy because not enough development has been ac- 
complished. So most of them have been agitating for 7 or 8 years for 
the United Nations to set up an international capital development fund 
called SUNFED—Special United Nations Fund for Economic 
Development. 
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REASONS FOR UNITED STATES OPPOSITION TO SUNFED 


The President, about 414 years ago, promised at the United Nations 
General Assembly that if and when we could achieve internationally 
controlled disarmament, he would ask the people and the Congress of 
the United States to devote to this kind of a development fund a sub- 
stantial portion of the tremendous savings accomplished through 
being able to cut down on armaments. The American Government 
still stands by that. But both under the previous administration and 
under this administration we have opposed, and we still oppose, the 
setting up of this big multilateral capital fund at this time, oe about 
five main reasons. One is that there just is not enough money in sight 
to make it meaningful, to give it a size that would actually accomplish 
what they believe it will. There is no benefit in once more giving 
them hopes that would be disappointed and lead to further disillusion- 
ment. 

A second is that even if they did have the money, they do not yet 
have the foundations on which to build sound economic development. 
They do not have enough knowledge of what resources their own 
countries have and what can be done with them. 

A third reason is that they do not have enough trained personnel. 

A fourth reason is that they do not have enough recognition of the 
role of private capital, both domestic and foreign. 

And a fifth reason, as I see it, is that to adopt SUNFED now would 
merely divert attention from and delay the putting into effect of the 
more fundamental steps needed. It would, as we said repeatedly at 
the General Assembly, create structure without substance. 


PERCENTAGE CONTRIBUTIONS 


Again and again in talking to other delegates about this, I would 
ask them, “What do you think the United States share of this pro- 
posed capital fund should be ?” 

“Well, about 50 percent.” 

I would ask, “Why 50 percent ?” 

fant would say, “Because you have 50 percent of the world’s 
wealth.” 

“Well, why do you think we have 50 percent of the world’s wealth? 
Isn’t that rather strange? If our system is such that under it 6 per- 
cent of the people of the world have been able to produce 50 percent 
of the wealth of the world, maybe you ought to take a little closer 
look at that system. W ealth isa result, and perhaps you are trying 
to get the result without first reproducing more of the fundamental 
causes,’ 

Most of them see this, but they feel helpless. They cannot get 
wealth without development; but they cannot get development under- 
way without capital. Somebody has to provide the capital. They 
cannot get it from savings out of their pitifully low incomes. As has 
already been pointed out, they amount to less than $100 per capita per 
year in many of the countries. Somebody has got to help them get 
the economic process started. 
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INTRODUCTION OF SUNFED RESOLUTION 


I think it was this semi-despair, which had led many of them to the 
point where, as Senator Morse has said, they were prepared to vote 
against the United States, no matter what the results. When they 
voted 13 to 3 in the Economic and Social Council last summer, to set 
up SUNFED, we were in a bad position. We estimated, as we can- 
vassed the delegation at the General Assembly last fall that about 70 
countries there would vote for the setting up of SUNFED; and a 
resolution to establish it was introduced, sponsored by 11 leading 
countries from all 5 continents, including some contributing countries 
like Holland, as well as those that would be receiving countries. 


THE UNITED STATES PROPOSAL 


Now what was the United States going to do, just sit there and 
say “No. We cannot go along with SUNFED because it is not prac- 
ticable, under present circumstances. It is daydreaming”? That was 
quite true, but it was not enough. It was a negative position and 
such an approach never wins much anywhere. So we had to figure 
out what we could do that was feasible and within reason, that would 
contribute substantially to stimulating economic development and 
improving their prospects for the future, and that would get us out of 
the unpleasant position of being blamed for their failure to get the 
economic development they so urgently need. 

Since we cannot honestly support SUNFED, what is there that we 
‘an support ? 


RESOURCES AND TRAINED PERSONNEL REQUIREMENTS FOR ECONOMIC 
DEVELOPMENT 


It seemed to us that we ought to go back to the other two require- 
ments of economic development and concentrate on them for the mo- 
ment—resources and personnel. What are their resources? <A lot of 
the countries do not know what their coal resources are, or their oil 
and mineral resources. They are making plans for economic develop- 
ment, but they haven’t had comprehensive systematic surveys of just 
what their potentials are. We had a report from a United Nations 
committee which had studied the waterpower possibilities in south- 
east Asia, including the Mekong River. It found that often there 
were no dependable statistics on the annual rainfall, the topography, 
or the waterflow in the rivers over a period of years. 

You cannot intelligently build a dam on the basis of the waterflow 
in a river during 1 year. We did that once in Iran and we have been 
hearing about the bad results ever since. 

If all the capital that they need were available, these comprehen- 
sive surveys would still have to be made before it could be used wisely. 

So why not set up a United Nations fund for special projects for 
conducting such surveys? Why not get busy at the fundamental 
things that we can do now—until such time as, please God, we can 
secure more disarmament and can make available more funds for 
actual development ? 

They also need more knowledge of what can be done with the re- 
sources they have. Systematic research needs to be done on the best 
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uses to make of their resources. Through chemical processes or by 
developing new markets, what additional uses or more beneficial uses 
can be developed for their own indigenous projects? So it was 
thought we ought to propose and support such research projects and 
productivity centers, both agricultural and industrial. 

The other requirement for economic development, in addition to 
resources and capital, is trained personnel. 

The United Nations technical assistance program has consisted 
largely of fellowships and demonstrations. It brings people to our 
country or to Scandinavia, England, or some other developed country, 
so they can see how things are done. Or it sends to them experts from 
the more developed countries to demonstrate what can be done to 
improve agriculture, industry, transportation, health, education, and 
so on. 

That is a good first stage. But it is not enough. Some of the 
trainees go back where they have little or nothing to work with and 
they sometimes become more discouraged than if they had not come 
to the West and had their sights raised too high all at once. They are 
inclined to say “We do not have the tools, we do not have the founda- 
tions on which to do what you have shown us can be done.” 

Where we are now training a few scores relatively, we ought to 
be training thousands in their own countries or in their own regions, 
using the balan that have been given the special fellowships abroad 
to transmit their knowledge in the field, so to speak. To do that, 
regional institutes need to be set up, equipped, and staffed to train 
competent personnel in public administration, statistics, and techno- 
logical skills. 


PROPOSAL FOR CONTINUED CONTRIBUTIONS TO U, N. TECHNICAL ASSISTANCE 
PROGRAM 


So there was gradually worked out our United States proposal, 
first, to continue our present contributions to the United Nations 
technical assistance program and extend it to the twenty-some new 
countries that have come into the United Nations in the last few years. 
That we estimated would perhaps take up to forty or fifty million 
dollars a year, where the cost has now been running thirty or thirty- 
one million dollars, of which we contributed $15.5 million. 


PROPOSAL FOR NEW SPECIAL PROJECTS FUND 


The second part of our proposal was to set up a new special projects 
fund as an integral part of the U. N. technical assistance program, 
but not under the same management. The new fund would have a 
separate identity and to some extent separate machinery. It would 
be used to expand the scope and the nature of U. N. technical assist- 
ance to what might be called technical development. 

The first step is technical assistance—demonstrations and training 
fellowships, to show them what can be done and how to doit. That 
is the existing program. 

The next step should be technical development so that they can 
determine just what their resources are, what they can do with these 
resources, and can train the personnel to do it. 
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As a delegate from one of the Latin American countries said, “The 
United States proposal constitutes the missing link that we have been 
looking for, the missing link of technical development between tech- 
nical assistance and economic development.” 

It would not provide just more technical assistance of the present 
type; and not capital for economic development. It would provide 
technical development in order to prepare for and hasten the time 
when they can use more effectively their natural resources and trained 
manpower and can mobilize more fully all the financial resources 
available, both private and public, domestic and foreign, national and 
international. 

We estimate that the special projects fund might require from all 
countries an additional fifty or sixty million dollars a year—a total 
of us to $100 million a year for all U. N. technical assistance programs. 





SUNFED DEPENDENT ON FUTURE CIRCUMSTANCES 


You suggested, Senator Aiken, that this ought not to be pres 
as a substitute for SUNFED. I assure you that in the debate we 
made this clear repeatedly. For example, in my initial statement, I 
said: 


Such an enlarged technical assistance program even with its special projects 
fund would not do the job envisaged for an international capital fund, such 
as that proposed in the draft resolution contained in Document L 331 (SUN- 
FED). It. would not build bridges, dams, roads, powerplants, or houses; the 
capital required for that kind of job far exceeds the resources governments are 
now prepared or able to make available. Nor would it do a blueprinting and 
engineering job. Rather, it would do the more basic work of helping countries 
in a sustained and systematic way to train their manpower and assess and use 
their resources more productively. 

The Russian delegate at first attacked our proposal saying that 
“the mountain has labored and brought forth a mouse,” and that the 
sementen of the less developed countries should not maging that it 
would provide capital for economic development. He underlined his 
point by emphasizing that I as the delegate of the United States had 
been frank in telling them it wouldn’t. 

In my reply in committee, I said : 

We continue to support the principle of the establishment of such a fund 
(SUNFED) when circumstances give promise of its attaining a meaningful size 
in terms of the capital needs of the less developed countries. 

We cannot anticipate exactly when this time will come. Consequently rather 
than fold our hands and give a solemn but meaningless blessing, we have made 
a proposal which we consider both constructive and important to the economic 
development of the less developed countries. 

It is not a substitute for SUNFED. It is not an alternative toSUNFED. Itis 
not an attempt to exclude the future development of SUNFED. 

What happens to SUNFED depends on future circumstances which we cannot 
foresee or control. We make our proposal on its own merits in the belief that 
it offers reasonable hope of making an effective contribution, now, to economic 
development. 

As we build these sound foundations, there is certain to be much 
greater attraction for private capital, beginning with their own. 

In talking with the delegate of a country in South America that 
earns a lot of foreign exchange from its raw material exports, I said. 
“Some of your people in these export industries must earn a lot of 
dollars.” 
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He said, “Yes; and they are invested in Geneva, London, and 
New York.” 

I asked, “Why don’t they invest it at home? They would if there 
were sufficient attraction.” 

He didn’t give an answer, but I am sure he knew why. If we get 
this technical development program going, there is bound to be much 
greater incentive (1) for the citizens of these countries to put their 
own money into productive enterprises, and for private capital from 
abroad to invest in them, as well as for direct puiveeaiiity) aid from 
the United States and other countries; (2) for expansion of regional 
programs like the Colombo plan; and (3) for more comprehensive 
multilateral programs through the United Nations and its agencies. 


DOLLAR REQUIREMENTS OF A SPECIAL PROJECTS FUND 


As I said earlier, we estimated that the special projects fund might 
eventually need up to fifty or sixty million dollars a year. I wish it 
might get there quickly, because it could do so much good. But Iam 
sure it can’t in the beginning. Other countries simply are not able at 
present to put up the amounts necessary, on a matching basis, to give 
it that itignnioaidel All contributions will be voluntary and the fund 
probably won’t get to more than twenty or thirty million dollars in 
the immediate future. But it is important to get it started. 


QUESTION OF UNITED STATES SHARE OF CONTRIBUTION 


That brings us to the question of how much the United States share 
of such a fund should be. Secretary Wilcox has already referred to 
this. You will recall that in the last session of the Congress, largely 
on the initiative of this committee of the Senate, a provision was in- 
corporated in the mutual security legislation that the United States 
contribution to the U. N. technical assistance program must go down 
from 45 percent in the current year to 38 percent in the coming fiscal 
year and not more than 3314 percent in the following fiscal year and 
thereafter. 

I supported in the House a similar limitation, except at a somewhat 
slower rate of reduction. All during the years since I was a delegate 
to the World Health Assembly in 1950, I have been insisting, first, that 
it is not good for any international agency to be dependent on any one 
country for more than a third of its budget. And second, that after 
these years of experience with the United Nations, it ought to be 
possible now to cut down our American contribution and get others 
to increase their contributions correspondingly. 

I still think those arguments are valid as far as the regular admin- 
istrative budgets of the United Nations and the various specialized 
agencies are concerned. But when I realized the desperate need of 
these countries for the kind of assistance and encouragement that 
this special projects fund could give, and when I saw their incapac- 
ity, in fact, to make the larger contributions in usable currencies that 
would be necessary, and when I saw how relatively insignificant would 
be the additional amount of money required of us in comparison 
with our total a, a gar in this field, and when I saw how great its 
value would be both in actual work accomplished and in favorable 
psychological reactions, I felt strongly that the United States, in its 
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own intelligent long-term interest, ought to offer to stabilize our 
contribution to the proposed special projects fund at about 40 per- 
cent for the next few years. Otherwise the fund just will not come 
into being—and in fact the existing United Nations technical assist- 
ance program will have to be contracted. That is already happening 
under our reduction this year from 50 to 45 percent. 

Our original contribution to United Nations technical assistance 
was about 60 percent. That has been reduced to 45 percent—a cut of 
one-fourth—during the last 6 years. 

If we follow existing legislation, we have to go down to 38 percent 
next year and 3314 percent the following year. That is a 26 percent 
further cut in the next 2 years below the year’s level. 

In cutting our share 25 percent in 6 years, we have taken the fat 
out, if there was fat there. If we go ahead now and cut 26 percent 
more, an even larger percentage, in the next 2 years, the actual re- 
sult will not be to get other countries to increase their share enough 
to make up the difference. The result will be to start the program 
downhill instead of uphill. The job just won’t get done and we will 
be defeating our own objectives. 

Or, to put it another way, to reduce our share of the program’s 
budget from 50 to 45 percent, which is what we did the current fiscal 
year, is a 10 percent cut. To go down as existing law requires, from 
45 to 38 percent in the coming year is an additional 15 percent cut. 
Now, if the cut of 10 percent in the current year has produced a 2 
or 3 million dollar reduction in the program, despite the fact that 
most of the other contributing countries increased their contribu- 
tions, just what will a further cut of 15 percent this coming year do? 

There isn’t any question, Mr. Chairman, but that if we go through 
with the reductions required by existing legislation, we will defeat 
the very purpose we had in starting the technical assistance program, 
which is to help these less-developed countries get on their feet, give 
them the capacity to improve the living standards of their people, and 
give them the will and the ability to defend their newly won independ- 
ence. Unless they become able to do that, we cannot hope to have 
security and peace for ourselves. 

I think we ought to change our position and stabilize our con- 
tribution at 40 percent for the present, not as a concession to others, 
but as a smart move for ourselves. 





ADVANTAGES OF MULTILATERAL ASSISTANCE 


In the first place, it will enable us to do more for less, as Secretary 
Wilcox has just pointed out. Our money will go further because 
for every dollar we contribute, they will put in a dollar and half. 
That means 214 times as much money available as when we pay the 
whole cost, as in our bilateral programs. And if the United Nations 
technical assistance programs falter or fail, our own interests will 
require that we expand our bilateral programs. Isn’t it better to 
pay 40 percent of the bill than 100 percent ? 

Again, the United Nations program will have more technicians 
and experts from other countries, who are just as well qualified as 
ours, and many of whom are more effective, because they are willing 
to live more simply and closer to the people among whom they work. 
Also more of them can speak other languages. 
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Furthermore, they will often work for lower salaries than you 
can get equally competent Americans for. In short, under this pro- 
posal we can increase by 21% times the amount of money for tech- 
nical assistance and development, and can do the job more efficiently. 

A second benefit is that we will win more confidence abroad. Giv- 
ing more of our assistance through such a multilateral fund will de- 
cisively refute the progaganda that we are economic imperialists, 
willing to assist only when we can do it bilaterally so that we can, 
allegedly, make the recipient countries our economic satellites. 

Third, we will get more good will, because it will enable the recipient 
governments to get out from under the Communist charge that they 
are prejudicing their real independence in taking aid bilaterally from 
the United States. The Communists don’t want their economies to 
be strong; they want them to deteriorate until the Communists can 
take over. We do want them to be strong. To the extent that the 
countries are able to improve the well-being of their people and 
strengthen their independence, they achieve their objectives—and ours. 

Fourth, by winning more confidence and good will, we will gain 
more influence. I am convinced that the best way to increase our 
influence is not to try so hard and so obviously to increase our in- 
fluence. To help them do what they want most to do—achieve eco- 
nomic development—in ways that win appreciation, confidence, and 
good will, will give us greater influence than will legalistic strings. 

Fifth, we will greatly strengthen those governments. 

And sixth, we will get more stability in the world and, therefore, 
more progress toward the overall political objectives of all of our 
policies and programs, namely, the peace and security of the world 
which means our own peace and security. 


RESPONSE TO UNITED STATES PROPOSAL 


Mr. Chairman, the response to the United States proposal was ex- 
traordinarily favorable. 

In the beginning some delegates were uncertain whether we were 
more interested in doing the things that can be done now, or in just 
trying to sidetrack SUNFED, the Special United Nations Fund for 
Economic Development. They felt they had to vote for SUNFED 
because of pressures at home. They had to be able to go back and say, 
“Well, we tried our best to get economic aid ;” even though they knew 
full well that there could be no useful SUNFED without our participa- 
tion. They had to go through that performance, but they didn’t 
like it. 

Our proposal gave them a chance to go back to their people with 
something tangible, not just a vote for an empty resolution. It gave 
them an out from the annual treadmill of unproductive SUNFED 
debates, and they welcomed it. 

Second, it gave them a chance to follow the lead of the United States 
instead of being forced to follow the lead of the Soviet Union. They 
are just as alert to the threat of the Soviet Union as we are, sometimes 
more so, I think. They are closer to it. They are weaker. They 
know they are threatened by it. Many in our country don’t yet realize 
the threat as clearly. 

They wanted a chance to follow our lead if we would just lead. 
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It has been said here that they may vote against us. Well, they 
don’t vote against us in any good program in which we are participat- 
ing with initiative and leadership. They do vote against us if we are 
notina program. Why shouldn’t they ? 

So after days and weeks of discussions and long hard negotiations, 
country after country that was on the other side accepted our basic 
position. The defections proceeded to the point where, to make a 
long story short, on the next to the last day of the General Assembly, 
the Soviet Union delegate said in effect, “The United States has hood- 
winked all you new countries. This special projects fund will not do 
what you need and what you want. But since you seem to imagine it 
will be good for you, the Soviet Union which is always for everything 
that will help the less-developed countries, will go along with you and 
vote for it.” 

The 11 countries which had sponsored the SUNFED resolution 
didn’t even press for a vote upon it. Unanimously the members of the 
United Nations, including the Soviet bloc, supported our proposal 
with only minor modifications. 

Mr. Chairman, I would like at this point to read a short statement 
by Secretary General Hammarskjold, to give his estimate of this pro- 
posal, its effect in changing the climate at the United Nations and 
especially our own position, our own initiative, in it. This was at his 
first interview with the press on December 16, after the General As- 
sembly had adjourned the night before. He said: 

I would highlight, first of all, the special projects fund decision which opens 
new possibilities for the development of economic assistance in forms which 
are not open to all those various political objections which we know only too 
well. It may have opened the door to a much more active contribution both of 
the United Nations itself and of member governments. With the very keen 
sense of the importance of this problem which you know I have, I, of course, 
regard this as a major achievement. I may remind you of the fact that the 


United States representative in commenting upon it, used the word “milestone” 
which is a very strong word, and I for one would agree with thim. 


SUPPORT OF PROPOSAL URGED 


So, Mr. Chairman, I believe that there are great advantages in 
our supporting in the Congress this proposal, offering to contribute 
for a period of years 40 pereent of the cost of the fund. That seems 
to them generous. Reduction at so rapid a rate to 3314 percent, seems 
to them niggardly. It is surprising how much difference only a few 
million dollars can make. It will amount in the foreseeable future 
to only four or five million dollars more from us per year. I don’t see 
how we could afford to pass up so much benefit for so little additional 
cost. 

Mr. Chairman, I would like permission to have the resolution passed 
by the General Assembly inserted in the record at the beginning or 
the end of my remarks so the text is in your hearings. 

The Cuarrman. It will be so inserted. 

(The document referred to is printed at the conclusion of Mr. 
Judd’s testimony. See p. 543.) 

Mr. Jupp. The present state of affairs is that the preparatory com- 
mittee provided in the U. N. resolution is at work. It consists of 16 
members, 8 from contributing countries and 8 from receiving countries. 
Its job is to draw up a sort of constitution for the special projects fund, 
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determine exactly what kind of projects are to be covered by it, set 
up the operating machinery, and prepare a tentative budget after 
inquiring what the various governments are likely to contribute at the 
outset. 

Then the suggestions of the preparatory committee will go to 
ECOSOC meeting in the summer and, if that body approves, as I 
am sure it will, the plan will come to the 13th General Assembly in 
the fall. Almost certainly the Assembly will approve it, unless the 
United States itself should change its position. The Fund will be 
established, I hope, as of January 1, 1959. 


ANSWERS TO POSSIBLE OBJECTIONS TO PROPOSAL 


Now let me deal for a moment with the possible objections. Some 
of them have been raised here this morning. 

The first is that the Fund might cost too much, might get out of 
bounds. Others might conceivably contribute in amounts large enough 
to make our share a tremendous drain upon our resources. It might 
perhaps get too big for us to handle. 

I am not in the least alarmed about this happening. There are 
two built-in brakes: No. 1, the matching formula of 60 percent by 
them to 40 percent by us; and 2, all contributions have to be in usable 
currencies. 

All of the rest of the countries put together don’t have enough 
generally usable currencies available for this purpose to get U. N. 
technical assistance to more than $100 million a year. I wish I thought 
it might get that big quickly. That would save us money. We could 
cut down our bilateral programs by a corresponding amount. 

A second objection is that we would not have adequate control over 
our funds. We would put up the money and others would spend it 
in disregard of our views. 

Here again, I must dissent. Experience demonstrates clearly that 
funds to which we contribute as much as 40 percent will not be used 
in ways that are hostile to our major national objectives and policies. 
We have no evil or selfish designs on any other country. They know 
that as well as we do. We have no policies that are not intended to 
serve the interests of all the peoples of the world; although they may 
think we are sometimes not too wise or skillful in following those 
policies, they are not opposed to our basic goals and purposes because 
they know that would be to oppose their own basic interests. 

In my opening statement on this subject at the U. N., I said: 

What we want is simply to make the most constructive and effective con- 


tribution that we can to the efforts of the people of these countries to achieve 
rapid social and economic progress. This desire reflects, in part, the natural 
impulse of all decent human beings to help others. In part, it represents the 
traditional response of the American people to the needs of nations that have 
long striven for and recently won their independence—a response whose roots 
run back to the beginning of our own history as an independent country. Be- 
yond this, we hold that our support for the economic development of the less 
developed countries is in our own national interest. 

I am firmly convinced that the basic interests of the peoples of both the de- 
veloped _and the underdeveloped countries are essentially the same. It is 
clearly in the interest of the United States, as well as that of the underde- 
veloped countries themselves, that weak or unstable economies grow into so- 
cieties self-reliant and sturdy enough to raise their standard of living, promote 
human welfare and make their full contribution to the maintenance of freedom 
and peace. 
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The other governments know this is true; and if we are contribut- 
ing to a fund as much as 40 percent, I can assure you on the basis of 
all our U. S. experience at the U. N., that those who operate the fund 
are not going to use it against any of our major foreign-policy 
objectives. 

A third objection is that we will not eet the credit we deserve if our 
aid is given through such a multilateral program rather than through 
bilateral programs. I think this is not true, either. As a matter of 
fact, there is plenty of evidence that we will get more credit if we do 
not talk so much about it or appear to be trying so hard to get it. 

They know perfectly well iow much we are putting in, and they 
know the program could not operate without our aid. But no one 
likes to have such a fact rubbed in all the time. That is just a normal 
human reaction. 

My mother used to say, “You can do a lot of good if you don’t care 
too much who gets the credit.” And I have observed that the person 
who seems to care less about credit for himself than about getting a 
job done well, generally gets more credit. 

We too will get more credit, not less, if we give our aid in ways that 
do not appear to others to justify the charge, almost the stigma, that 
we are trying to force other countries to become our economic puppets. 

A fourth objection is that in such a fund some of our money might 
go to the aid of Communist governments. We would then be in the 
position of building up our enemies. 

In reply, let me distinguish between the two groups of Communist 
countries. Those in Europe, outside of Poland and Yugoslavia, in- 
sist that they are not underdeveloped. In fact, all around the world 
Communists never tire of arguing that others should adopt commu- 
nism precisely because communism is the system that produces rapid 
economic development. They boast that theirs is the pattern that the 
world should follow. How can Communist countries in Europe admit 
inferiority by asking help from western capitalist countries? 

The other group is in the Far East—China, North Korea, and North 
Vietnam. There is a possibility that some of the aid we contribute 
to the multilateral fund might go to Communist China if it were to 
be admitted to the United Nations, But there is no reason to believe 
it will be admitted. And even if it were to be admitted, U. N. aid is not 
likely to go to Red China in any amount. These countries are afraid 
of Communist China. Many of them live right on its borders. They 
will stand with us more eagerly and openly in opposition to China if 
this is a multilateral fund so that they do not seem to be under pressure 
from us. Furthermore, to furnish U. N. aid to China, they would have 
to take it away from themselves. They would be voting to deprive 
themselves of already inadequate assistance if they were to vote for 
any substantial contributions to Communist China, with its gigantic 
needs. 

I think there will be less rather than more yielding to pressure from 
the Communists if we give more of our aid this way. 

Now the last objection, the one you have raised, Senator Smith, is 
that our funds might be used to finance sending of Communist tech- 
nicians from the Soviet Union, Poland, Czechoslovakia, or conceivably 
even from Red China, into the recipient countries, ostensibly as tech- 
nical experts but really as Communist agents. r, 
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I grant there is some danger here, but I think no greater than at 
present. In fact, I think fewer will go from Communist countries 
than are going now. At present, many of the underdeveloped coun- 
tries caught between the two giants in the cold war feel they have to 
play both sides. In fear, or out of what seems to them discretion, they 
tend to reason, “If we are going to ask for 10 experts from the United 
States, we must also ask for 10, or at least 5, from the Communist 
countries. We dare not offend either side. We are too vulnerable.” 

If we give our aid through this multilateral program—and no tech- 
nician can be sent to any country except at the specific invitation of 
that country—they will feel less necessity to ask for technicians from 
Communist countries then they feel now. They can ask for American 
experts through the multilateral organization without appearing to 
favor us in the cold war. I am confident you will find more of them 
asking for technicians, not necessarily from the United States, but 
from the free countries, and fewer from Communist countries, than 
is now the case. 

Whatever danger there is of aid to Communist causes through this 
program is certainly less than the “calculated risk” we have accepted 
in giving aid directly to Yugoslavia and Poland. 

o, Mr. Chairman—and you have been very patient—it seems to 
me the advantages in this proposal are very great both to the under- 
developed countries and to ourselves. The disadvantages, the dangers, 
the risks, the costs, it seems to me are very minimal. 


SUGGESTED FOREIGN POLICY IN THE ECONOMIC FIELD 


In summary, then, I suggest our foreign policy in this economic 
field ought to consist of 4 or 5 main items: 

First, continue our bilateral economic aid programs, shifting as 
much as we can to long-range loans and investment guaranties, for 
specific development projects. This we are doing in our current legis- 
lation. 

Second, continue our own bilateral technical cooperation programs, 
our point 4. 

Third, continue our support of the existing technical assistance pro- 
gram of the United Nations to the countries now receiving it, and 
expand it to include the new countries which have recently come into 
the United Nations. 

Fourth, enlarge the scope of the United Nations technical assist- 
ance programs to include a special projects fund to provide technical 
development, intensive and systematic surveys of a country’s re- 
sources, research into new and better uses for those resources, and 
the equipping and staffing of regional technological institutes, both 
agricultural and industrial, training people in public administration, 
the gathering of statistics—all these fundamental things which are 
necessary to accomplish sound economic development. 


SUGGESTED NAME—SPUR 


And I might pause to say that the best suggestion I have heard for 
a name for this is SPUR, Special Projects for Underdeveloped Re- 
gions. I like the term “underdeveloped regions” rather than “coun- 
tries,” because when we give aid on a country-to-country basis, you all 
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know the difficulties we get into. One country looks around and says, 
“T got only $5 million, while my neighbor got $6 million. Why are 
they more friendly to my neighbor than to me?” 

If instead we do it on the basis of regional needs, set up training 
institutes, say, in Bangkok to which the trainees and leaders can 
come from a half a dozen countries in that area, we emphasize that 
they all have essentially the same type of problems, and we emphasize 
that trade with their neighbors is also a part of their economic develop- 
ment, not just agricultural and industrial development within their 
country. 

Furthermore the name “SPUR” is more descriptive and suggestive 
than the word “SUNFED.” I never liked the hint that the sun is 
going to feed and take care of anybody in the sweet by-and-by. And 

do like the suggestion that we should all spur each other to work 
together, making every effort, private and public, national and inter- 
national, to get on with the job. 


ADDITIONAL POLICY SUGGESTION 


Now, to my fifth point. I believe the United States ought as a mat- 
ter of policy to show itself ready and willing to shift more and more 
to multilateral programs of aid, as and when the other countries 
prefer it that way. I do not think we should announce, “Now, each 
year we are going to move say 10 percent more to multilateral pro- 
grams.” Let them suggest which way they want it. 

Wecan announce, “We have so much money for this purpose. Would 
you rather have it through a multilateral fund? Or would you rather 
receive it direct from us? 

I was astonished when delegates said something like this: “If you 
were to offer your aid to us through a multilateral agency, we would 
probably choose 10 or 20 eeny that way. We would rather have, 
say, 80 percent, the bulk of it, on a bilateral basis between you and us, 
because that is more dependable. But we would like to have the 
chance to help make the decision. Then there can be no charge that 
you are coercing us. Likewise, there can be no charge that when we 
choose 80 percent direct are accepting the status of victims of Amer- 
ican economic colonialism.” 

I thought this was a very penetrating and illuminating observation. 
We ought to be more ready to say to them: “This is what we are able 
to do to help you achieve your objective of sturdy political and eco- 
nomic woeta 1. What do you think is the best way to do it?” And 
then play ball 

Under this approach, we will get more done, more confidence, more 
goodwill, more influence, more control, if you wish to call it that, 
more stability, more hope of peace in the world. 

Thank you very much. 

The Cuarrman. Congressman, thank you very much for your very 
interesting thoughts. 

Some of the members of the committee may wish to ask you ques- 
tions. Senator Wiley? 

Senator Witey. I want to compliment the young man. 

Did you say the name should be “SPUR”? 

Mr. Jupp.: Yes, but I believe the decision ought to be made by the 
preparatory committee. 
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Senator Witey. It seems to me you have got some of that yourself, 
have you not? 


I have no questions. 


UNITED STATES PERCENTAGE CONTRIBUTION 


Mr. Jupp. I might say, at this point, that I changed some of m 
views while at the United Nations. I was skeptical about its technical- 
assistance program. If I got some “spur,” or, as I told my own com- 
mittee in the House, if I got “religion” on the subject, it was because 
I became convinced that our proposal is so sound in terms of United 
States objectives and the welfare of the less-developed countries, that 
we ought to modify our position on this percentage business insofar 
as this particular new program is concerned. 

It is in our own interest to do that. It was that conviction which 
led Congressman Carnahan, my fellow delegate from the House, and 
the other eight American delegates to send the following telegram 
to the State Department urging that it permit me to make such a 
proposal. 

(The telegram referred to was as follows :) 


TELEGRAM RECEIVED BY THE SECRETARY OF STATE ON DECEMBER 11, 1957 


From: Lodge, Carnahan, Judd, Meany, Wells, Wadsworth, Dunne, Klutznick, 
Lord, Washington. 

Re percentage of United States contribution to U. N. expanded technical 
assistance program and proposed special projects fund. 

As Department aware, Congressmen Judd and Carnahan plan effort in Congress 
to get revision in legislation to permit United States contribute 40 percent to 
UNETAP and proposed special projects fund, rather than reduction to 33% 
percent now provided in mutual security legislation. 

USGADEL fully in accord this position and urges Department revise United 
States position on percentage issue to assure executive branch support Judd 
and Carnahan efforts. 


(Signed) Loner, 


Mr. Jupp. Sometimes we in the Congress tend to think that the 
people down in the departments do not pay any attention to us, and 
some may think the State Department is behind this 40-percent pro- 
posal. I can assure you that it took quite a bit of doing to get State 
and the other Departments to consent. They said, “We have a man- 
date from the Congress. We can’t agree to something different than 
the legislation prescribes.” 

I said, “But I as a Member of Congress can.” 

If you will permit me, Mr. Chairman, may I read one more quota- 


tion, because I think it ought to be in the record. In Committee 2, 
I said: 


The enlarged fund would be financed by voluntary contributions on a matching 
basis. A congressional mandate adopted this year requires that the United 
States share in the expanded program be reduced from its present level of 
45 percent to 38 percent next year, 3314 percent thereafter. I cannot, of course, 
speak for the United States Congress any more than most of you can speak 
for your legislative bodies, but I can speak in my personal capacity as an 
elected representative of the American people, and I believe this enlurged fund 
can be of such benefit to my own country as well as to all other couatries that 
are striving to maintain their independence and to improve the well-being of 
their peoples, that I am prepared to go before the Congress and urge that it 


stabilize the percentage of cur contribution at 40 percent for at least several 
yeais. 
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My colleagues in the Congress know this represents a reversal of my own 
previous position. I believe that, together with many like-minded members, 
we can show the Congress why it would be wise to adopt such a proposal. 

_ ‘This was put plainly before the Committee and the General Assem- 
bly so that everyone understood. They knew this was not a commit- 
ment by the Congress. It was a commitment by us delegates to try to 
get the Congress to adopt this course which we are so sure is right and 
wise. 

COMMENDATION OF WITNESS 


The Cuarrman. Senator Morse, would you like to ask questions ? 
Senator Morse. Yes, I have a few questions, Mr. Chairman. I am 
sorry to take the time of the committee, but we do not get a witness , 
like this very often. This is one of the best witnesses, I think, we : 
erg a on the subject, which, I think, is very, very important to 
this bill. 
And so, Congressman, I will ask my questions just as quickly as I 
can. I first want to say that I think you have done a grand job before 
this committee this morning in giving us a record which some of us , 
can use in the writeup of this bill. 
Mr. Jupp, Thank you. 
Senator Morse. And I want particularly to commend you for the 
suggestion you make that we might call this program SPUR. That 
raises my first question. 


THE REGIONAL APPROACH 


seems to stir up jealousies and competitive claims among various 
nations for American funds on the basis of charges that we sometimes 
favor one nation over another? | 

Mr. Jupp. That is true.- | 

Senator Morsz. Would it not follow, Mr. Congressman, that under 
your program, with the regional approach, it would be necessary for 
all the countries in a given region to help work out, together with us, | 
a regional program, rather than put us in a position where we select | 
one country in preference to another ? 

Mr. Jupp. I couldn’t agree with you more. 

Senator Morse. Do you think, Mr. Congressman, that that would 
prove, if we adopted that program, a rather effective check on one 
type of successful Russian propaganda to date, namely, that we play 
favorites? 

Mr. Jupp. Yes, I do. They would probably still make the charge, 
but any possible basis for it would have been removed, and it would 
not fall on receptive ears. 


‘ 
Is it not true, as you indicated in your testimony, that our policy : 
1 


IMPROVING ECONOMIC PRODUCTIVE POWER 


jinn tia at ae ae te 


Senator Morse. Mr. Congressman, do you agree with me that this 
rogram which you have so euphonically and, I think, effectivel 
abeled SPUR, would be bound to result in specific projects whic 
would help improve the economic productive power of the people in 
ies the money is to be spent ? 


the area w 
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Mr. Jupp. Yes. That is its primary economic objective, to start 
the economic process going at the place where it has to start, funda- 
mental preparation. 

Senator Morsr. Do you share my view that if we are going to be 
more effective in some of the underdeveloped areas and regions of the 
world, it is necessary for us to give concrete demonstrations that as a 
result of our projects programs we are helping the people in that 
particular region get a better way of life? 

Mr. Jupp. There again, I agree with you wholeheartedly. Most of 
these countries never had good governments. They do not have the 
attitude toward governments, their own or anybody else’s, that we 
have. They tend to assume that anything our Government does to 
or directly for them has an ulterior motive. But if we come to them 
through an international organization in which they too participate, 
where they take part in the development and establishment of pol- 
icles, are on the inside of the process, they naturally have more 
trust and confidence in our purposes. Furthermore, they learn 
through this very experience in cooperation how better to handle their 
own internal affairs. 

Any way you look at it, the benefits for them and us far outweigh 
any disadvantages that I can find. 


A MODIFICATION OF SUNFED 


Senator Morsr. Although you have said, Mr. Congressman, that 
this is different from SUNFED and that it avoids the shortcomings 
of SUNFED that you so effectively outlined in the beginning of your 


testimony, can it not be characterized, however, as a modification of 
SUNFED, but a forward-moving modification which gives hope to 
these countries that if, as, and when they are in position to assume 
greater responsibility, we will not be standing in the way of any large 
program ? 

Mr. Jupp. Yes. What we are saying is that this is the better way 
to get the capital development they hoped for from SUNFED. At 
the General Assembly I characterized SPUR as a “trial run.” The 
better all work together to make a success of SPUR, the better will be 
the prospects later for capital development, their need for which we 
are the first to recognize. 


AN ANSWER TO SOVIET PROPAGANDA 


Senator Morse. Now my next to my last question: Does this pro- 
gram not also have the advantage of providing some answer to Rus- 
sian propaganda which is to the effect that the United States is con- 
stantly for national selfish interests, circumventing the United Na- 
tions when we think it serves our purpose to do so; that this is a 
program which really does go through the United Nations and is 
part and parcel of the United Nations and, therefore, would be to our 
great advantage ? 

Mr. Jupp. I agree with you entirely, sir. 
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BUILDING PEACE BY NONMILITARY MEANS 


Senator Morss. The last statement I want to make, Mr. Chairman, 
is, I think that here is a demonstration of a program of economic 
benefit to people in underdeveloped regions around which I hope 
some divergent points of view in the Senate might be able to get 
together. 

want you to know, Mr. Congressman, that if I had to make a 
choice between the increase in funds that you ask for and a decrease 
in military funds, I am going to vote for the decrease in military 
funds and an increase in the funds for this project, because I think 
this will win the peace better than jet bombers. 

Mr. Jupp. Again I agree. I would like to quote here a sentence 
from Ambassador Henry Cabot Lodge which I used at the end of my 
first statement on this subject at the United Nations. He said: 

War can be deterred for periods of time by military strength. Peace can be 
built only by nonmilitary means. 

The Cuarrman. Thank you. 

Mr. Aiken, do you have any questions ? 


SUNFED 


Senator Arken. No. Just one, — 

Congressman Judd, I am very happy to see you state for the record 
that the United States proposal is not proposed in any way as a 
substitute for SUNFED—Special United Nations Fund for Economic 
Development. 

Mr. Jupp. That is correct. 

Senator Arken. That is what I was getting at in my earlier remarks 
to Mr. Wilcox. In the long run, I would say that the United States 
proposal, the program we propose, is far more important to the world, 
regardless of who carries it out, than SUNFED ever could be. 

{r. Jupp. Lagree with you. 

Senator Arken. I do not know what we will do on these technical 
assistance programs, but when you propose to expand them, you are 
really doing the one thing the world needs more than anything else 
right now. 

UNITED STATES EDUCATION SYSTEM 


Do you think, Dr. Judd—and perhaps I am speaking to you now as 
an educator—that we are likely to put so much concentration on the 
development of nuclear physicists and space engineers that we will fall 
down, perhaps, in the education of the bread-and-butter scientists, the 
bread-and-butter leadership the world needs so badly now? 

Mr. Jupp. I am not too greatly alarmed about that, Senator, for this 
reason : It was probably necessary for our educational system system to 
have a jolt. We had developed, in my view, too much concentration on 
protecting the tender little personality of Johnny in a world where it 
takes toughness to survive in the long run. I think that the new con- 
centration on, the new and proper attention given to, physics, chemis- 
try, engineering—the tough scientific courses—are going to tone up 





our whole educational system until we will find that the people whose 
bents are not along those lines will be working with more discipline 
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and more application and more enthusiasm in these other fields, too, 
which you described as the bread-and-butter sciences. It will extend 
to the fields of endeavor necessary for our economic progress, and the 
arts and the cultural fields also. 

I think when you train people to think with their minds in a dis- 
ciplined way on a scientific subject, generally they will soon be thinking 
harder, with the rest of their stimulated and trained brains, about the 
conditions of their lives and their livelihood. 

The Soviets are faced with that development. They couldn’t train 
men to be good scientists and keep their minds penned up in that one 
little compartment. Perhaps the emphasis in this country on the 
scientific may seem to go a little too far at the moment, but in the end 
it will extend through our whole educational fabric and be beneficial, 
in my opinion. 

Senator Arken. Thank you, Doctor. 

The Cuarrman. Thank you very much. 

(The resolution adopted by the General Assembly of the United 
Nations on December 14, 1957, referred to on p. 534, is as follows:) 


RESOLUTION ADOPTED BY THE UNITED NATIONS GENERAL ASSEMBLY ON 
DECEMBER 14, 1957 


FINANCING OF ECONOMIC DEVELOPMENT 


The General Assembly, 

In conformity with the determination of the United Nations, as expressed in 
its Charter, to promote social progress and better standards of life in larger 
freedom, and for these ends, to employ international machinery for the promo- 
tion of the economic and social advancement of all peoples, 

Conscious of the particular needs of the less developed countries for inter- 
national aid in achieving accelerated development of their economic and social 
infrastructure, 

Recalling its resolutions on the establishment of an international fund for 
economic development within the framework of the United Nations and, in 
particular, reaffirming its unanimously adopted resolutions 724 A (VIII) and 
724 B (VIII) of 7 December 1953, 

Noting the recommendation of the Economic and Social Council in its reso- 
lution 662 B (XXIV) of 31 July 1957, 

Recognizing that the United Nations Expanded Programme of Technical 
Assistance is of proven effectiveness in promoting the economic development of 
the less developed countries, 

Recognizing however that neither the Expanded Programme nor other exist- 
ing programmes of the United Nations or the specialized agencies can now meet 
certain urgent needs which, if met, would advance the processes of technical, 
economic and social development of the less developed countries, and, in particu- 
lar, would facilitate new capital investments of all types—private and public, 
national and international—by creating conditions which would make such 
investments either feasible or more effective, 

Convinced that a rapidly achieved enlargement in the financial resources and 
scope of technical assistance rendered by the United Nations and the specialized 
agencies to the less developed countries would constitute a constructive advance 
in United Nations assistance and would be of immediate significance in accel- 
erating their economic development, 

Recognizing that, while long-term pledges are desirable, some Governments 
are unable to make financial commitments except with the approval of their 
legislatures and on an annual basis, 


Commends the Ad Hoc Committee on the Question of the Establishment of a 
Special United Nations Fund for Economic Development for the work embodied 
in its final’ and supplementary * reports prepared in accordance with General 


7 Thid., Twelfth Session, Anneves, agenda item 28, documents A/3579 and Add. 1. 
8 Tbid., document A/3580. 





— 
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Assembly resolutions 923 (X) of 9 December 1955 and 1030 (XI) of 26 Feb- 
ruary 1957; tr 


1. Decides that, subject to the conditions prescribed hereunder, there shall be 
established as an expansion of the existing technical assistance and development 
activities of the United Nations and the specialized agencies a separate Special 
Fund which would provide systematic and sustained assistance in fields essen- 
tial to the integrated technical, economic and social development of the less 
developed countries, 

2. Decides further that, in view of the resources prospectively available at 
this time, which are not likely to exceed $100 million annually, the operations of 
the Special Fund shall be directed towards enlarging the scope of the United 
Nations programmes of technical assistance so as to include special projects in 
certain basic fields to be defined by the Preparatory Committee provided for 
in paragraph 4 below, for example, intensive surveys of water, mineral and 
potential power resources, the establishment—including staffing and equip- 
ping—of training institutes in public administration, statistics and technology, 
and of agricultural and industrial research and productivity centres ; 

8. Considers that while, without impairing the separate identity of the Special 
Fund, the fullest possible use should be made of the existing machinery of the 
United Nations, the specialized agencies—including the existing international 
financial institutions—and the Expanded Programme of Technical Assistance, 
the Special Fund will require some new administrative and operational 
machinery ; 

4. Decides to establish a Preparatory Committee composed of representatives 
of sixteen Governments to do the following, taking into account the principles 
set out in the annex to the present resolution and the views and suggestions 
forwarded by Governments pursuant to paragraph 7 below: 

(a) Define the basic fields of assistance which the Special Fund should en- 
compass and, within these fields, the types of projects which should be eligible 
for assistanee: 

(b) Define in the light of paragraph 3 above the administrative and opera- 
tional machinery to be recommended for the Special Fund, including such 
changes as may be required in the present legislation and procedures of the 
Expanded Programme of Technical Assistance ; 

(c) Ascertain the extent to which Governments would be willing to contribute 
to the Special Fund ; 

5. Invites the President of the General Assembly to appoint the members of 
the Preparatory Committee ; 

6. Invites the Secretary-General to provide the Preparatory Committee with 
all the necessary facilities, including the provision of such expert consultants 
as might be required ; 

7. Requests Governments to assist the Preparatory Committee in its work by 
forwarding their views and suggestions to the Committee through the Secre- 
tary-General and, in particular, by indicating the extent to which they would 
be willing to contribute to the Special Fund ; 

8. Invites the Secretary-General, the executive heads of the specialized agen- 
cies and the Executive Chairman of the Technical Assistance Board to forward 
their views and suggestions to the Preparatory Committee; 

9. Requests the Preparatory Committee to submit the results of its work in 
the form of a report and recommendations to the Economic and Social Council, 
at its twenty-sixth session ; 

10. Requests the Economic and Social Council to transmit the Preparatory 
Committee’s report, together with its own comments, to the General Assembly, 
at its thirteenth session, for final action; 

11. Looks forward to the establishment of the Special Fund as of 1 Jan- 
uary 1959; 

12. Appeals to all States Members of the United Nations, in a spirit of co- 
— and solidarity, to give the greatest possible assistance to the Specia' 

III 


Decides that as and when the resources prospectively available are considered 
by the General Assembly to be sufficient to enter into the field of capital de- 
velopment, principally the development of the economic and social infrastructure 
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of the less developed countries, the Assembly shall review the scope and future 
activities of the Special Fund and take such action as it may deem appropriate. 
730th plenary meeting, 
14 December 1957. 
ANNEX 


1. The Special Fund shall be a multilateral fund of the United Nations, with 
financial resources principally derived from voluntary annual contributions of 
Governments and others in or transferable into currency usable by the Fund 
and, as much as possible, pledged or indicated for a number of years. 

2. Assistance from the Special Fund shall be given only to projects which 
would make a contribution to the economic development of the requesting coun- 
try or countries. The operations of the Fund shall be in conformity with the 
principles of the Charter of the United Nations and shall not be influenced by 
political considerations. 

3. The Special Fund shall be administered by a chief executive officer under 
policies estalished by an executive body in accordance with such rules and prin- 
ciples as may be laid down by the General Assembly and the Economic and 
Social Council. The membership of the executive body shall be equaly dis- 
tributed between two groups, one consisting mainly of major contributing coun- 
tries and the other consisting mainly of less developed countries. Each member 
of the executive body shall have one vote. Decisions of the executive body on 
questions of policy, including the allocation of funds, shall require a quaified 


majority vote. 
a a % 


At the 730 plenary meeting on 14 December 1957, after the adoption of the 
resolution, the President of the General Assembly appointed the following 
States Members to be represented on the Preparatory Committee, in accordance 
with paragraph 5 of section II of the resolution above: CANADA, CHILE, DEN- 
MARK, EGypt, FRANCE, GHANA, INDIA, JAPAN, Mexico, NETHERLANDS, PAKISTAN, 
PERU, UNION ‘OF Soviet SocrAList Repusiics, UNirep KINGDOM OF GREAT BRITAIN 
AND NORTHERN IRELAND, UNITED STATES OF AMERICA and YUGOSLAVIA. 


STATEMENT OF HON. FRANCIS 0. WILCOX, ASSISTANT SECRETARY 
OF STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 


UNITED NATIONS CHILDREN’S FUND 


Mr. Wircox. Mr. Chairman, before you go to the next witness, 
may I take just a minute for the ¢ Children’s Fund, or as much time 
as the committee would like to have me take? I do not think it is 
necessary for me to read my prepared statement. 

The Cuatrrman. You may insert it in the record. 

Mr. Wuicox. If I have your permission, sir, to have it inserted in 
the record. 

[ would simply like to say that, in my judgment, the Children’s 
Fund is a very good program. It is well administered. The admin- 
istration is strongly in’ favor of it, the American people are solidly 
back of it, and it is very popular in the U. N. and in the world 
generally. 

Some 81 governments contributed this last year toward the support 
of the Children’s Fund. We are asking for the same amount, Mr. 
Chairman, $11 million, this year as the ‘committee and the Congress 
gave us for the support of the Children’s Fund last year. 

I would also like permission, Mr. Chairman, to have inserted in 
the record 2 or 3 tables which are illustrative of the United Nations 
technical assistance program, and where the money is being spent. 

The CrairMan. Very well, that will be done, too. 

Mr. Witcox. Thank you very much, sir. 
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The statement on the United Nation’s Children’s Fund and the 
tables referred to follow :) 


STATEMENT BY FRANCIS O. WILCOX, ASSISTANT SECRETARY OF STATE FOR 
INTERNATIONAL ORGANIZATION AFFAIRS 


FISCAL YEAR 1959 


This statement is submitted in support of the request of $11 million for contri- 
bution to the calendar year 1959 program of the United Nations Children’s 
Fund (UNICEF). 

UNICEF was originally established to assist in meeting the needs of children 
in Europe following World War II. In recent years it has been reoriented to 
earry out a worldwide program of improving the health and welfare of children 
and mothers, with special emphasis on the underdeveloped regions. In 1957 
UNICEF programs benefiting 45 million children and mothers were in operation 
in 104 countries and territories. 

Governments contribute to UNICEF on a voluntary basis, and support for 
the program has grown steadily. For example, in 1953 a total of $14.8 million 
was contributed by 46 governments whereas in 1957 contributions of $18.2 mil- 
lion were made by 81 governments. 

The United States has been contributing to UNICEF since its inception in 
1946. In accordance with the 1958 fiscal year authorization and appropriation 
an amount of $11 million has been pledged for the calendar year 1958 program. 
Since contributions from other governments have increased substantially on a 
year-to-year basis, the United States has been able to decrease the percentage of 
its contribution from 72 percent in 1952 to 52.5 percent in 1958, while at the 
same time total funds available to the program have increased. It is proposed 
that the percentage of the United States contribution be further reduced to 50 
percent for 1959. 

In addition to cash contributions received by UNICEF, its programs receive 
extensive local contributions. Against the program allocations of $20.4 million 
approved by UNICEF in 1957, assisted governments are committed to spend 
the equivalent of $57 million, or $2.79 for each $1 received from UNICEF. 
These local contributions include services of local personnel, transportation, 
and locally available supplies, equipment, and facilities. Such large-scale local 
support indicates the deep interest in UNICEF projects on the part of assisted 
governments. 

UNICEF works closely with the World Health Organization (WHO) and 
the Food and Agriculture Organization (FAO), which are concerned generally 
with matters of health and nutrition. UNICEF provides the supplies and 
equipment which are not available locally. WHO and FAO, as appropriate, 
provide the technical knowledge and advice requested by assisted governments 
in the planning and execution of programs. This basic difference in function 
simplifies coordination and assures that the health, nutrition, and welfare pro- 
grams of the three agencies are part of a unified approach in meeting the needs 
of children. 

UNICEF does not assume responsibility for starting and carrying out child 
health and welfare programs. It tries to encourage and assist governments 
to develop and expand their own programs which they will ultimately be 
able to carry on without UNICEF assistance. The principal areas of UNICEF 
activity are: 

1. Basic maternal and child health and welfare services, including the 
establishment of rural health centers and clinics and the training of nurses 
and midwives. . 

2. Mass health campaigns against such crippling and killing diseases as 
malaria, yaws, tuberculosis, trachoma, and leprosy. The effect of these activi- 
ties is dramatically apparent if we consider that the crippling and infectious 
disease of yaws, for example—which can almost always be cured by one 10-cent 
shot of penicillin—afflicts an estimated 50 million people, half of them mothers 
and children and most of the remainder who have had the disease since child- 
hood. Malaria strikes 200 million persons each year, 2 million of whom it 
kills. The toll of such diseases, not only directly in human life but also in 
the vitality and productivity of nations, is almost incalculable. 

3. Activities to improve nutrition including long-range child-feeding programs 
and the increased production and use of milk. 
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4. Emergency assistance for the victims of catastrophes such as earthquakes, 
floods, droughts, and famines, where the welfare of the child population is 
seriously affected. 

More than 45 million children and mothers received direct benefits from 
UNICEF-aided programs in 1957, by far the largest numbers being in the 
underdeveloped areas where poverty and disease are common. The signifi- 
cance of this work from a humanitarian, an economic, or a political point 
of view is, I think, obvious. It seems clearly in the United States interest 
to continue our leadership in providing generous support to this program. 


United Nations expanded program of technical assistance—HEstimated project 
costs for approved calendar year 1958 program 


AFRICA 
SUNN Oo so ies ccs $24, 950 | Reunion Island____._______ $42, 515 
Bechuanaland..__......_-_- 22,733 | Rhodesia and Nyasaland, 
Belgian Congo and Ruanda- Federation of___________ 25, 718 
II ie hate ines 0, G00 | Bevyeneilet.... 3 22, 000 
British East Africa___.___. 58, 000 | Sierra Leone______ estos call 58, 690 
IID oe cess casi Delis oddlnda 412, 000 | Somaliland (British) _.____ 81, 044 
French Territories in Africa_ 20, 352 | Somaliland (Italian)______ 35, 000 
PAU cbc i michham a oo) ae 324, 388 
a as 153, 320 | Tanganyika_______._______ 159, 480 
EM Ot cnet eed hl ee. a 251, 000 
TM a — reer ts a I ns scsindeidnstviesirdcmcianetcastndlh 34, 000 
banee. Wt Boe 720, O45 | Zaueivar.............._... 42, 584 
Maeritivs.21oiccio.. is 40,000 | egtomal 145, 705 
ORO O. — 0k ess 263, 100 —$______. 
Mer dciwatrarnanietinte 61, 026 sotel Africs. i... 4 3, 256, 263 
Portuguese Guinea_.____-_- 6, 500 


ASIA AND THE FAR EAST 


NN ecco oe $793, 120 | North Borneo______ ET. $22, 245 
Cente eee tt 308; 406 | Pakistens2 2 io 993, 060 
i 440, G60 | PRitippines._. > 408, 196 
Cnine (Taiwan) <u ..2.-<. 351, 500 | Sarvawak....22-2 2-8 41, 360 
EIEN ia as ceva esos G, GOO! Mingawore. Qi ee 61, 699 
a et i, Soo, G10 | EReteG. 582, 
OUR eile niaeitadcneren il eee 17, 156 
Nn SiS ete ch ce teeth 83, 960 | United States Territories___ 20, 000 
Korea, Republic of_._____-_- eR AN MIN scsi meg patesaneniessiniigel 288, 580 
Rn he ene en eee 207, COG Regione ~ —=—= asec 621, 616 
Malaya, Federation of_____ 200, 196 ee aneeanes 
Maidive lsladd........ubdce 5, 200 Total, Asia and the 

PO oe a Gen ee 212, 707 Var es. 22-3 8, 402, 064 


EUROPE 


Cyprus Seheie See eee eee $20; 000? Puthey -— =~ sarees $569, 508 
NNR aa Gidea ete cscs ces ont PS a OS See rains: 692, 541 
OI a ainsd ae ors tptide anc ccc ies ARIE ERI civiciicicncehitincnthttimnitans 18, 000 
NUR bc coad a arcs les ch sda 15, 000 —___—. 
PI ioe saraies hina levine 60, 040 Total, Europe_______ 1, 652, 139 


UA ee ee 31, 000 





— 
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LATIN AMERICA 

NR os nk nea bole $869, 145 | Honduras_____.__._._-_____ $211, 000 
I a teak ch cuit init been tee SmI IS 57, 570 
I tila ae te enateees SUN | ins caine sans eseniecgre scp 860, 910 
British Guiana and British NO in Ocoee cee 160, 985 

West Indies (Bahamas Netherlands Antilles and 

and Barbados) --__--___- 48, 150 a eater cree eee 17, 513 
British Honduras_____-___~- ay eta UE 130, 000 
CO elo Ls ee ooo, 4007 raraguay....2.- 22... 297, 061 
ebemiie fhe ce k Ses ee OE de 320, 650 
ee Ce 363, Gao | Puerto Rico.............. 3 ,000 
ne es We O00 | Grinidng Qn i 16, 000 
Dominican Republic___---_ cee i, AT iret indicia 187, 000 
ONO th i iititaendSee 405, 400 | Venezuela_________._____._ 227, 470 
Ib. Setyador..22.2.jsa56.. 153, 905 | Regional___._.___....____. 1, 126, 562 
French Antilles and French Oe 

ROD iret ee cotie. 19, 480 Total, Latin America. 6, 698, 290 
Gontemaias 25-008 Sa 240, 120 SSS 
WROD os at a eeekee 237, 795 

MIDDLE EAST 

NE. 22 ccanamdee ties $15, 000 | Interregional program_-_-_-_-_ $209, 000 
Sichiniastan..n.cdaiintc. 700, 603 — 
IN iid, acest Miedbiaitaninhiianienins 812, 380. Total, 1958 program_ 25, 310, 945 
sc Saciacketmdctinned 922, 000 = 
I Cn caccheshecinsstinnetatim tenths 484, 207 | Operational services cost... 2, 538,000 
aa hata acne atin 370, 000 | Administrative costs_._____ 1, 896, 000 
IIR: 2. staat ateciaeihiaoaigihidapti 880, 200 | Technical Assistance Board 
Se oe ae 233, 979 Secretariat (including 
awit -AsGR nc ccc 93, 178 resident representative). 1, 992, 000 | 
ks acticin dda 515, 265 __ | 
SiS itd seta kanes 85, 720 BaD COTA oi Pisiatinds 6, 426, 000 | 
IEE dik nits ckttngwn 480, 657 ———— 


—_—_—_— Total obligations____ 31, 736, 945 
Total, Middle East. 5, 093, 189 


UNETAP—Per capita contributions by selected countries 








Country 1958 pledge | Population!| Per capita 7 

cost 

$579,123 | _4, 439, 000 $0. 1305 

, 000,000 | 15, 601, 000 1282 

408,792 | 3, 425, 000 - 1194 

792, 577 7, 262, 000 - 1091 q 

, 092, 500 10, 751, 000 . 1016 1 

210, 000 2, 136, 000 . 0983 1 

, 436, 068 | 3 172, 800, 000 . 0778 ; 

350, 467 | 4 4, 824, 000 0727 } 

1, 429 421, 000 0680 } 

625, 000 9, 201, 000 . 0679 ; 

437, 500 8, 868, 000 . 0493 , 

Uruguay 120, 000 2, 615, 000 . 0459 . 
SE NSS. cha kad naw ondissvcediuécecepmbebininannoe 2, 240, 000 51, 215, 000 . 0437 > 
1, 542, 859 43, 274, 000 - 0357 , 

50, 000 1, 748, 000 . 0286 > 

3, 888 4 148, 000 . 0263 ] 

83, 714 6, 761, 000 . 0258 I 

25,000 | 4 1, 250, 000 -0200 1 

360, 000 19, 111, 000 . 0188 I 

100, 000 5, 774, 000 - 0173 I 

832, 432 58, 456, 000 «0142 I 

33, 000 2, 404, 000 . 0137 I 

56,000 | #5, 300, 000 - 0106 I 

10, 000 951, 000 . 0105 s 

any, Federal Republic 447, 593 49, 995, 000 . 0090 g 
SIE PEt ot cncmbbilatinengnsacinniacsnnnelintiiennes hte 1,175,000 | 200, 200, 000 . 0059 s 
htt eke Mi SASL RsReaneterseniacabannasys 135, 000 89, 100, 000 . 0015 8 
Number of countries pledging, 82. : 


1 Unless otherwise indicated, population figures are as of midyear 1955. 

2 The United States pledged $15,500,000 subject to the limitation that its pledge would not exceed 45 
percent of total pledges from other governments. The figure shown is 45 percent of pledges to date. 

3 Population as of Jan. 1, 1958. 

4 Population as of midyear 1952. 

5 Includes Byelorussian S. S. R. and Ukranian 8. S. R. 
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Percentage contribution to United Nations Technical Assistance and U. N., 
calendar year 1958 (as of Mar. 24, 1958) 


United Nations Technical 
Assistance U.N. scaleof| Variation 
assessment, from 
percent U.N. scale 
Pledge Percent 


Afghanistan $12, 500 
2, 000 
Argentina $ 360, 000 
Australia 625, 000 
4 57, 692 
437, 500 
20, 789 
832, 432 
Bulgaria 7 14, 706 
30, 000 
Byelorussian §. 8. R 50, 000 
Cambodia 6, 171 
2, 000, 000 
20, 000 
83, 714 
20, 000 
I i lain seeds aaa aimee acai 100, 000 | 
Costa Rica : 10, 000 
Cuba 7 25, 000 
rn! a ah cane eanadas 69, 444 
Denmark 579, 123 | 
Dominican Republic. 33, 000 
Ecuador 11, 333 
Egypt- 114, 877 
RE Sion ek ceca was casasecksccnsl 7, 700 
NS a ceed ance unny mal 20, 000 | 
Finland 25, 000 
France , 542, 859 | 
Germany | 447, 593 
Ghana 42, 000 
a, 0 iene a heiantantenmaaa mete a 25, 000 
Guatemala. --.....- Paul wii sltake | 10, 000 
Haiti 14, 400 
Honduras Sibel <3 5 al 10, 000 
I a ie Se dae 42, 608 | 
Teeland eae ACESS EF eae ERT 3, 888 | 
India é . sean paneeeect 525, 000 | 
TR es cen een naicaben 35, 856 | 
Iran ._.. 7 ; ee Ras 50, 000 
Traq ie gl Fase 56, 000 
Ireland ; Sientina soa peat 10, 220 | 
Israel peeauenk cece 50, 000 
Italy. -_--- a a ead , 112, 000 | 
Japan Sle leinaign uphickEmdetaa’ 135, 000 | 
Jordan __.- eae dv ccewnnk 5, 601 
a Mla ad Se cles sich ; 3, 000 | 
mo ee oe. ; 7, 874 
Liberia ___- 2 25, 000 | 
Libya aiscoiaseis 6, 000 
Luxembourg. -- 3, 000 
Malaya TE wasted ten abies iraaaranedabana 20, 000 | 
Mexico “ 113, 600 
Monaco.._- : 1, 429 
 ~ < divchondwancaween adenine 
Nepal _- 
Netherlands. _- , 092, 500 
New Zealand 210, 000 
Nicaragua : 
Norway 408, 792 
0 SRS ae edie ania ondeuooiee 166, 213 
Panama 3, 000 
Paraguay 12, 000 
Peru. 30, 000 
Philippines - - -_._----- Ses eS nee ene ee 66, 000 | 
DLE. t.ccccagwacesbusnaneben a 75, 000 | 
Portugal 15, 000 | 
Rumania. _.- 
Saudi Arabia 
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Percentage contribution to United Nations, Technical Assistance and U. N., 
calendar year 1958 (as of Mar. 24, 1958)—Continued 


United Nations Technical 










Assistance U.N. scaleof| Variation 
Country Ee gga assessment, from 
percent U.N. scale 
Pledge Percent 

NE og. RR ook cae hli dwn - 0s dubs $38, 797 0.13 0. 16 0—.03 
cinch Miki os ccceenkdn dias won asus nt 2, 000 ; . OF —.04 
ne eed Edw awntennnn duel +. 09 
Ukranian S.S.R —1.38 
Unton of South Africa —.67 
oy ot ale BS ee aS —10. 27 
United Kingdom —.12 
INN IID ee al aSudhtcn en enn dak +12. 49 
Rn ocmenwehullickmnesanae kceene +. 24 
Vatican ‘City ST os ctdagiaadilaacnm emails +.01 
Dee ee. einen atid —.09 
IN, oi EE eee ditch atitely Lois bonn nngodee +. 09 
i i Me ig cla Si dis wana ecdagnhll Sehnao< on —.04 
PI ois bnbbioeccadndacccdskponase.s.scuge +. 04 
tli Dich in nian nnnnngtiad 29, 857, 929 100. 00 BE Iocowaremuutelcy 


1 The United States pledged $15,500,000 subject to the limitation that its pledge would not exceed 45 per- 
cent of total pledges from other governments. The figure shown is 45 percent of pledges to date. 


United Nations expanded program of technical assistance—Nationality of experts 
as of Jan. 1, 1958* 



































© 
a 

Nationality S < + 

° ale|/oc|Silais 

Owen 1 9 +6 7S 7S a+ Ste re 

< oO pe & 4 A ; oO 5 

me fe ~ a Pp Pp 5 Se = ma 
PRC <3 ado coace cates hewea ace 8 2 OD lean 1 1 | 7} i ve 1, 29 
IR... < ok hieénnceenanmcnd@easanxoe 20 12 6 1 3 6 ei 50 | 3.06 
pS eee See Sees > S Re ta tis Wis pptidbnannonlanscee 1 9 4 23] 1.41 
Ne ont lal wai ranissnan crs aaieasies wick 8 1 iu eaee 6 8 5 31 | 1.90 
ND in cccn «i ditto Maile sack dean oneal eons Bale miles Pies 1 1 5 8 .49 
le since ihiaceioacsienichans iia teed 3 access an 1 15 21 1.29 
SR iiss peuit-ccnwnceeeumndiinns « - TSE 1 . 06 
OO” SE area * ieee’ a. 16 8 1 7 ij SE. 65 3. 97 
Ceylon_.-_- — aren nob ABR aes  chaeiaceckadg 1 1 06 
eee Sivcmer 2 zs. 4 8 | 93] 1.41 
lotion cid nian ata we die mnnioioed Bihcan=- ii 3 3 15 . 92 
Colombia - - i savored Fo 1 1 2 2 Dion cous 9 . 55 
OD, Sem awuninnnnvabeue arc 5 2 2 va le 10 . 61 
a cckechiipemnvickinanidvenyaucecns Eiecke ns 1 Skccians) 2 |. | 5 31 
Czechoslovakia.......-..-.------ ubastiasbeekeod sualocect-[ncexen Etiaaanetownariiaser 1 . 06 
Denmark... -_--- Apa eweis 21 Pe8 4 2 16 | 44 | 2.69 
Dominican Republic... Lin ir IRI econ in -sapgghe ike ; Saab aiae 1 | 1 . 06 
BR hit oan cde ececeunee vosuicbteReap ca 1 a 2 2 2 7 . 43 
Egypt brane dan catbomemec nec 7 ae 5 2) 2B | 38| 232 
SE chtcteumiin cescbah Ee vaicsens focck ay Sodbnleessbelenwen a1. 1; .06 
NE opin d oh pad ninintcnne Gia de sen ss 1 1 1 Z 4} 1 8 . 49 
France 32 4 55 1 15 24 17 2 150 9.17 
SN rd Plc wna vedbscncancu 22 3 6 1 12 ait 4 2 57 | 3.49 
re ee eee eee 3 1 gers vane ioveaie ies ee 10 . 61 
Guatemala.---.------ Vidas bitnink Alaa eee epee b ehom cet 1 Bilswenk Aisecéee 4 . 24 
Sea. i bie agate cadens on tae REN aes ORCS os BoE Tee Re As 2] .12 
Pe iccusadebihqusssaunnck pip cctenas Eee then ina ceinceie Sage ae aeel 4 .24 
NE nc ntaBSactsssacsavbugp es sinha 18 4 3 1 16 9; 19 1 71} 4.34 
sic ac dal ceesinnen ashes ashenckey Saleh « re > : 1 wees 3 .18 
Maso Seed ong = 1 4 3 |-- bee cieeaat 4 . 24 
Treland __- i We 2 1 =e 5 8 .49 
DRO US SEU. 540 GS i wenn canaggy Pie ony snk ; 1 1 1 4 . 24 
inc inc cninine  Eibgoentubesaseacsabens 29 3 6 4 4 1 47 | 2,87 
Japan ieabokSe 5 1 2 4 = oa Es ae 
MUNN ie. 5... 2h p52 - ba egphssuarka] SS 5 6 of Bee 7} 1.04 
NM ss aa bakbehuaakcwsseh gee ahs 4 5 1 2 ne 5 | 12; .7% 
Mexico bs ce toes 5 ohn ate exe] 1 2 2 v ice 5 | 19} 1.16 
Netherlands. ______-_-__- Lanta a 57 10 10 1 10; 18 13 | 119 | 7.28 
New Zealand........-..-.-- possi acel | (me tow 1 1 a 16 . 98 
Ss initia nsainmal 8 4 1 1 3) 8 6 | 2 32 | 1.96 
I ond Acie oni dima thea nach Bina cite site tele : ee a 3 18 
PII. 5 Gnd ier a npteie n= secant ath Je De tbcee id. Sos) focewe A ‘ aun : 1 06 
Pern Saestnibe eda tepwensbnntare ana Bidvinia Bhai. oy 874k. Bt 
Philippines . -__---- Minted a eraces BD bxvaeec taint sceoe 2 =a BH. a oe 





1 FAO as of Sept. 30, 1957. 
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United Nations expanded program of technical assistance—Nationality of experts 
as of Jan. 1, 1958 ’~—Continued 


Nationality 


Ne Lee Ft star dee 
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Switzerland 
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Thailand 
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United Kingdom.. 

United States 

Uruguay --. 

Venezuela__- 

Yugoslavia_-- 












































The CuarrmMan. Mr. McCollum? 


I am sorry our time is so short. I will ask you to abbreviate your 
remarks and put your statement in the record. 


STATEMENT OF ROBERT S. McCOLLUM, DEPUTY ADMINISTRATOR, 
BUREAU OF SECURITY AND CONSULAR AFFAIRS, OFFICE OF 
REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 


Mr. McCotium. I will give a very brief summary and leave the 
balance of the time for questions. 


REFUGEE AND ESCAPEE PROBLEMS CONTINUE 


In brief, the problem we are discussing here deals with refugees. 
The question comes up regularly whether this is going to be a pro- 
gram which goes on indefinitely, or whether it is something which 
has a cutoff date. 

In our opinion, let me say that fundamentally we feel there will be 
refugees and escapees as long as there is tyranny or dictatorship that 
denies the human rights of individuals. 

A year ago the Office of Refugee and Migration Affairs was estab- 
lished in the Department of State to coordinate and deal with these 
refugee problems. We are presently handling three programs under 
this office. 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


The first is the Intergovernmental Committee for European Migra- 
tion. It is an international organization, not a part of the United 
Nations but an international organization of 27 free governments 
who joined together in 1951 to attempt to relieve the surplus popula- 
tion pressures of Western Europe and, in turn, help irtnatiads the 
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underdeveloped areas as far as manpower is concerned. This organi- 
zation operates under a continuing resolution, and this year we will 
request, as we did last year, $12.5 million or not in excess of 45 percent 
of the total cost of movements. The estimated movements in 1959 
will be 145,000 from Europe. 


UNITED STATES ESCAPEE PROGRAM 


The second program under this refugee activity is the United States 
escapee program. This program is strictly a United States program 
set up 6 years ago by the Sinan to deal with escapees from be- 
hind the Iron Curtain. We deal with these people on resettlement, 
integration, and transportation, sometimes on care and maintenance 
as they come out from behind the Iron Curtain. 

The endeavor here, from the standpoint of the United States, is to 
see they do not stay in camps too long; that they have the opportunity 
to become citizens settled in their own countries of adoption. 

The request this year is $8,600,000. Last year the appropriation 
was specifically for $5.5 million; but in addition to that, due to the 
importance of the Hungarian program, we had an appropriation of 
$10 million for Hungarian programs, and if we take a part of that 
$10 million that was used by USEP, we are actually asking for a 
decrease of $2,250,000. 


UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES 


The third and final program in this refugee activity is the United 
Nations High Commissioner for Refugees. This year we are re- 

= for this program $1,200,000, which also is a decrease from 
ast year. 

Four years ago the United Nations established UNREF, United 
Nations Refugee Emergency Fund, which was a 4-year time limit 
program. UNREF expires at the end of 1958. At the recent Gen- 
eral Assembly the United States took the lead in proposing a new 
program to deal with the question of old refugees, old in the sense 
of the time they escaped from particular areas. 

This program we feel is more suitable than a specific time or a 
specific money program, because it recognizes the fact that refugees 
are not static, the fact that we have continuing problems, both in 
areas and in numbers. 

Under the new program we would request yearly contributions 
redicated on the current situations, and not attempt to make any 
ong-range predictions on the size of refugee problems. 

In summary, Mr. Chairman, let me say that for the 3 programs 
this year, we are requesting $22,300,000, which is a total reduction 
from last year’s request and appropriation of $5,808,000. 


THE HUNGARIAN PROGRAM 


The most dramatic event of the past year, as you know, was the 
Hungarian activity. I think it is a great tribute to the work of in- 
ternational and United States operations that we have resettled all 
the Hungarian escapees that came into Yugoslavia, and we have re- 
settled all but 19,000 that came into Austria. . 
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This year, therefore, we are concentrating in the Hungarian pro- 
gram on those remaining in Austria, plus others who had gone to 
some Western European countries for temporary asylum. 

In conclusion, just let me quote from the very last sentence of our 
report: 

The problem, therefore, of refugees and escapees is still of genuine impor- 
tance. We have new escapees every month, we have Hungarians from the revo- 
lution, and we have some older refugees still unsettled. The Department urges 
approval of these programs as necessary to basic United States foreign policy 
objectives ; as evidence of United States willingness to help the individual seek- 
ing freedom and individual dignity lost under tyranny; and as continuing aid 
to friendly allies who have the initial and major burden of refugees because 
of geographical location. 

Thank you, sir. 

The Cuairman. I thank you very much for having carried out 
your promise. You have given us a good idea of the whole, but the 
whole will be placed in the record. 

Mr. McCottum. Thank you, sir. 

The Cuateman. Have you any questions ? 

Senator Morse, Just one question of fact. 

What is the total amount of money you are asking for in compari- 
son with the total amount of money you received last year? 

Mr. McCotitum. We are asking this year for $23 million. I will 
give you the exact figure—$22,300,000 this year; and last year we re- 
ceived $28,108,000. 

Senator Morsr. That included the extra emergency appropriation 
for the Hungarian program ? 

Mr. McCotuium. It included the 3 regular programs and the $10 


million for the Hungarians which was divided among the other 3 
programs, sir. 

The CuatrmMan. Have you any questions, Senator Aiken? 

Mr. McCotitum. May I say, Mr. Chairman, we have separate re- 
ports on ICEM and USEF, if you like. 

(Mr. MeCollum’s prepared statement follows :) 


STATEMENT OF Ropert S. McCortumM, Deputy ADMINISTRATOR, BUREAU OF 
SECURITY AND CONSULAR AFFAIRS, OFFICE OF REFUGEE AND MIGRATION AFFAIRS, 
DEPARTMENT OF STATE 


While the refugee problems go back throughout history, the 20th century 
might well be known as the refugee century. Although the last two world wars 
created many thousands of displaced persons throughout the world, the primary 
cause of permanent refugee movements has been the political tyranny inherent 
in dictatorial regimes. 

In addition, the present-day refugee problem is further distinguished by the 
scope and complexity of solution. In countries of first refuge or temporary 
reception, it has resulted in serious political disturbances endangering their peace 
and stability. It has developed a new class of homeless and stateless people 
living in constant insecurity with consequent erosion of the concept of human 
dignity and self-dependence. It has grave economic, social, legal and political 
implications. Within this uneasy setting one of the major conflicts between the 
free world and the Soviet satellite system is sharply delineated. 

Particularly since World War II, there have been increased coordinated efforts 
to cope with the vast refugee problem through international cooperation of gov- 
ernments and voluntary relief and welfare organizations. Much progress has 
been made and thousands of uprooted and dispossessed human beings have 
become self-supporting, respected members of their new societies. The success of 


these various efforts notwithstanding, the problem remains a challenge which 
the West must meet. 
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The basic United States interest in the refugee problem involves certain funda- 


mental factors. We uphold and support the traditional humanitarian principle = 
of asylum to refugees and the corollary principle of a refugee to elect or reject 

repatriation without duress. We wish to encourage and to contribute to the th 
stability of free world governments. The United States has a particular interest at 
in the prompt resolution of problems concerning disaffected refugee groups which th 
might be exploited by the Communists as part of their propaganda or as a basis he 
for charges against the free world of indifference and insincerity. Lastly, the be 
movement of refugees and migrants from overburdened, overpopulated areas of si 
the world which cannot absorb them into countries where their knowledge and m 
skills can be utilizetl adds further strength to the whole free world. st 

To meet these and other allied United States objectives effectually, the Office he 
of Refugee and Migration Affairs (ORM), Bureau of Security and Consular et 
Affairs, has the g neral responsibility for the development, implementation and or 
coordination of United States Government policies and programs in refugee and cr 
migration matters. ORM coordinates and supervises United States activity in ti 
the three major programs in the refugee field: United States escapee program ye 
(USEP), Intergovernmental Committee for European Migration (ICEM), and pi 
the United Nations High Commissioner for Refugees (UNHCR). Particular lo 
caution is taken to assure no overlapping of activity or duplication of expendi- 
tures in these three programs, each of which concentrates on a specific aspect of la 
the total problem: ICEM on the transportation of migrants and refugees to coun- ne 
tries of second asylum overseas; USEP on the more recent escapees whose flight to 
to freedom has political significance for the Western World in its struggle against ge 
communism ; and the UNHCR who is concerned primarily with the reestablish- Ww 
— of the older group of refugees and with the legal protection of all political in 
refugees. 

The Intergovernmental Committee for European Migration has as its purpose . 
the movement of migrants and refugees from overpopulated areas in Europe a 
to countries in need of manpower. Since containuing authority for United 01 
States appropriations for contribution to ICEM is already provided in section st 
405 (a) of the Mutual Security Act of 1954, as amendec, I shall not take the n 
time of the committee to discuss this program except to report that the total b 
movement out of Europe under this program in calendar year 1959 is estimated W 
to be 145,000 and that it is proposed that the United States contribute up to 
$12,500,000 and not in excess of 45 percent of the cost of these movements. ir 

The United States escapee program (USEP) provides reception, interim care li 
and maintenance, and resettlement assistance to recent escapees from the T 
Soviet Union and satellite countries in Europe and to selected escapee groups b 
or individuals in other areas of the world including Hong Kong and Macau. Its 0 
purpose is to serve United States interests by demonstrating the concern of t! 
the West for those who flee Communist oppression and seek asylum in the free i? 
countries of the world. This program, which has been carried on since 1952, le 
will continue along the same general lines as in previous years. In 1959, how- s 
ever, because Hungarian escapees in Europe are no longer receiving special d 
attention on the part of international organizations and the countries of the Cc 
free world, they will be assisted as part of the normal caseload of USEP. It is 
therefore necessary to undertake the same painstaking effort in the resettlement c 
of these refugees as has been necessary for some years with regard to Iron t 
Curtain escapees of other nationalities. To carry forward the USEP in 1959, Cc 
$8,600,000 is requested. The direct appropriation to the United States escapee a 
program in 1958 was $5,500,000; however, funds for assistance to Hungarian g 
escapees were provided separately in 1958 from the special assistance funds s 
under the Mutual Security Act. The request for appropriations for 1959, $8,600,- . 
000, constitutes an actual reduction from the total funds available to the I 
escapee program in 1958 of $10,850,000. t 

The UNHCR program for which $1,200,000 is requested, was authorized by v 
a U. N. General Assembly resolution on December 2, 1957, to succeed the United g 
Nations Refugee Fund (UNREF) which ends December 31, 1958. It is a Q 
program to which governments will contribute on a voluntary basis. The estab- f 
lishment of this new program recognizes the dynamic and unpredictable nature 
of the refugee problem and the fact that an international program continues 1 
to be necessary to meet urgent refugee situations that may arise in the future. | 
It also recognizes that there will be certain unresolved refugee problems re- t 


maining on December 31, 1958 (when UNREF terminates) which asylum coun- 
tries could not reasonably be expected to handle without international assistance. 
Had it not been for the Hungarian refugee emergency in late 1956 and 1957 
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these remaining problems would undoubtedly have been even smaller than they 
are. 

When UNREF was established in 1954 it represented the best thinking and 
the best planning which the interested members of the United Nations were 
able to bring to the refugee problem as it then appeared. The support which 
the program has since received from many governments and the results which 
have been achieved are ample evidence that this thinking and planning were 
basically sound. UNREF had, however, one fundamental fallacy which has 
since become apparent. It was a definite program involving a definite sum of 
money and a definite time period—and postulating, of course, a definable and 
static problem which it was supposed to elimintae. Experience has shown, 
however, that the refugee problem is anything but static. It is continually 
changing in its nature, in its dimensions and in its location. It is constant 
only in one respect: it will continue to exist as long as conditions exist which 
create it. It is not, therefore, a problem which can be defined at once for all 
time. It cannot be met by establishing a program for a specified number of 
years with a specified amount of money. Long before the alloted time has 
passed, the problem will have changed, casting doubt on the validity of whatever 
long-term planning might have been done. 

It was to secure recognition of this fact that the United States took the lead 
last fall in formulating and supporting the resolution which established the 
new UNHCR program. This new program will, we feel, be sufficiently flexible 
to meet changing situations as they occur. It will enable governments intelli- 
gently to determine on an annual basis the specific refugee problems toward 
which they wish to contribute during the next year. It will not, therefore, 
involve any long-term commitments or rigid long-term plans. It will, in effect, 
identify each year the most urgent parts of the entire refugee problem which 
can, as a practical matter, be eliminated or reduced by international effort 
during that year. It will permit countries to coneentrate their contributions 
on those refugee situations of particular interest to themselves (which should 
stimulate contributions from some countries who have contributed little or 
nothing to refugee programs in the past). The new program will be governed 
by an executive committee, on which the United States will serve, and which 
will approve specific programs and authorize appeals for funds. 

The UNHCR program will begin operations on January 1, 1959, and will 
involve four principal aspects, namely, camp closure, assistance to difficult cases 
living out of camps, operations in the Far East and special emergency assistance. 
The total of our proposed contributions in 1959 is $1.2 million which would 
be made subject to the condition that overall this amount would not exceed 
one-third of the contributions from all governments, although we might at some 
time want to take advantage of the flexibility of the new program by contribut- 
ing more than one-third to certain programs of the High Commissioner and 
less than one-third to others. At this point may I emphasize that the United 
States interests in the operational activities of the UNHCR are under the 
direction of ORM, while the U. N. aspect of liaison and representation is 
centered, as it should be, in the Bureau of International Organization Affairs. 

The executive branch is convinced that it is in the United States interest to 
continue to support international efforts on behalf of refugees. Our participa- 
tion in the new UNHCR program will continue to demonstrate our own 
country’s sincere and traditional interest in the welfare of the victims of political 
and religious persecution, while at the same time emphasizing our feeling that 
such burdens should be shared by all free countries. It will also demonstrate our 
support of the High Commissioner for Refugees himself, who has become a 
symbol of hope and of international concern to refugees everywhere, and whose 
high mission and prestige have made him an effective force for good in nego- 
tiations to better the lot of refugees. Even the Soviet and satellite governments, 
who deny all he stands for, treat him with respect and caution, and have made 
significant concessions as a result of his intervention. Finally, our support will 
assure that the United States continues to play a leading role in the formulation, 
guidance and direction of the program itself along sound and productive lines. 

We consider these to be compelling considerations which fully justify our 
proposed support for the UNHCR program. 

The program funds requested for the coming year for all 3 refugee programs 
total $22,300,000 (including $12,500,000 for ICEM for which authorization for 
appropriation is not required). This constitutes a reduction of $5,808,000, as 
compared with the total estimate for fiscal year 1958 of $28,108,000, and reflects 
the progress being made in fiscal year 1958. While there were accomplishments 
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in various segments of the overall refugee program, the most significant achieve- 
ment was in the resettlement and integration of the majority of the Hungarian 


refugees who fled from Hungary following the October 1956 revolt. Approxi- 7 
mately 180,000 Hungarian refugees out of the 200,000 who escaped to Austria D 
and Yugoslavia by the end of 1957 have been moved to countries of second asy- Pp 
lum; only 19,000 Hungarians remained in Austria and all have left Yugoslavia. n 
The complete removal from Yugoslavia within 1 year of all Hungarian refugees b 
who wished to leave is an accomplishment unprecedented in refugee operations. - 

The problem, therefore, of refugees and escapees is still of genuine importance. ti 
We have new escapees every month, we have Hungarians from the revolution, S 
and we have some older refugees still unsettled. The Department urges approval 2 
of these programs as necessary to basic United States foreign policy objectives ; 
as evidence of United States willingness to help the individual seeking freedom 1 
and individual dignity lost under tyranny ; and as continuing aid to friendly allies t] 
who have the initial and major burden of refugees because of geographical g 
location. Ps 

The Cnatrman, As I announced this morning, I will have to close & 
now. There are still five witnesses, and all I can suggest is that their 7 
written statements be inserted in the record, with the understanding ‘ 
that the committee may call them as witnesses at a later date if it is Mm 
found necessary or desirable to do so, but we will have to adjourn this 
meeting now. I think it has been very profitable, and we have a great 
deal of material which I hope we can digest privately rather than t 
publicly. p 

I will insert some questions into the record at this point. I ask that 
the answers be supplied for this record. 7 

(The questions referred to and the statements submitted are as ti 
follows :) i 
a 

RESPONSES TO QUESTIONS SUBMITTED BY THE SENATE COMMITTEE ON FOREIGN t) 
RELATIONS RELATING TO MULTILATERAL PROGRAMS ti 

tl 

“1. United Nations —The administration bill contains an authorization of $20 ec 
million for U. N. technical assistance and related projects. The presentation j 
book (p. 36) proposes that the United States be authorized to offer $38 million. iy 
This figure of $38 million was also used by Christopher Phillips, United States il 
representative on the Preparatory Committee for the Special Fund, in his re- f 
marks to that Committee on March 12. Does the administration want $20 p 
million or $38 million?” 

Answer. The administration is proposing a pledge of $38 million for calendar 0 
year 1959, subject to the percentage limitation set by the Congress, but is request- t 
ing the authorization and appropriation of only $20 million. Since this will n 
be the first year for the special projects fund, the administration estimated that 
funds likely to be forthcoming from other countries for 1959 would not require D 
an actual contribution from the United States, under the matching formula, of t 
more than $20 million. If contributions from other countries are such as to D 
eall for a United States contribution in excess of $20 million, it is proposed v 


that these additional funds, up to a maximum of $18 million, will be secured 
from the mutual security contingency fund. This relationship between the $38 
million pledge and the $20 million authorization is explained in the following 
passage in the presentation book : 
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“In view of the fact that the special projects fund will not undertake opera- 
tions until January 1, 1959, it is presently estimated that the United States 
contribution to the expanded program plus the special projects fund, in im- 
plementation of the above-mentioned pledge, would be about $20 million. After 
pledges from other governments are determined, any additional funds which 
might be needed to meet the United States share of total contributions would 
be secured from the contingency funds. As initiator of the program’s enlarge- 
ment and of the special projects fund, it is important for the United States 
to be able to meet other government’s pledges if they make possible a United 
States contribution larger than the $20 million figure. Only in this way can we 
retain the initiative and political benefits thus far achieved.” 

“2. The presentation book (p. 37) says: “The United States delegation to the 
12th General Assembly unanimously concluded that the percentage limitation on 
the United States contribution to the United Nations technical assistance pro- 
gram, as provided in the Mutual Security Act of 1957, would unduly restrict the 
size of these U. N. programs. It is hoped that the Congress will, as a result, 
give favorable consideration to a revision of the existing legislation, in order to 
make possible a United States contribution at a somewhat higher percentage.” 
The administration bill contains no change in the percentage limitation, which 
was written into the law last year and to which, at that time, the administration 
made no objections. What is the administration’s view?” 

Answer. Congressman Walter Judd has proposed that the mutual security 
legislation be revised to permit the United States to contribute at the rate of 40 
percent of total contributions for 1959 and several succeeding years, rather than 
to be reduced to 38 percent for 1959 and 33.33 percent for 1960, as required by 
present law. The administration supports this proposal. 

The administration has for the past 2 years sought a formula providing for a 
higher percentage contribution by the United States than the one authorized by 
the Congress. In view of the congressional reaction, it is true that the adminis- 
tration interposed no objection last year when the present provisions were written 
into the law. However, as a result of changing world conditions since that time, 
and further exploration of the entire problem with friendly countries, and on 
the basis of the experience and unanimous judgment of the United States delega- 
tion to the General Assembly in the fall of 1957, the administration is convinced 
that retention of the present percentage provisions of the law would result in 
crippling the existing expanded technical assistance program and would seriously 
jeopardize the successful initiation of the Special Projects Fund. These results 
in turn would be inconsistent with maintaining the very successful United States 
initiative and leadership in this vital aspect of our foreign relations. We there- 
fore hope that the Congress will give favorable consideration to Dr. Judd’s 
proposal. 

“Question. The United States will have contributed $5.3 million or one-third 
of the target amount of $16 million for the U. N. refugee fund. How much of 
this target amount has been contributed and what are the contributions of other 
nations?” 

Answer. In 1955, the United States contributed $1.2 million, in 1956 $1.3 
million and in 1957, $1.5 million to the U. N. refugee fund. The remainder of 
the $5.3 million, or $1.3 million, was for contributions to the calendar year 1958 
program. Currently, $500,000 has been contributed and the balance of $800,000 
will be contributed to the fund by the end of calendar year 1958. 
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The following chart lists the contributions of other governments to the U. N. 
refugee fund : 


United Nations Refugee Fund—Government contributions, by years, as of 
Jan. 6, 1958 


Contributions received 

















Country Total 
Calendar Calendar Calendar 
year 1955 year 1956 year 1957 

a a kd $167, 839 $112, 000 $112, 000 $391, 839 
We Pent, dee ecb citdes etd dus cued 2, 200 | 3, 000 6, 000 11, 200 
ESS uae asc se ic Sk edad ai anda d 160, 000 117, 500 477, 500 
tah i aie Ei lee Te mel dich dmiipmidiie dawinss bias kt 5 teary Scape 15, 000 
ge eee eee ee 126, 856 ¢ 191, 464 446, 093 
SE STS EER RS TE EES ED Baennntidutimell sib onda winkihol 10, 000 
MN tik he iid or ha te sim diveanin 72, 390 72, 390 217, 170 
SI A 28. sadicecnwhinekwimndandloacesenawbeman 5, 000 10, 000 
bonne nan nuh shactaarenoasntsome 142, 857 257, 143 674, 286 
ED dois babbtdthscwabbboacts sccbesdouncle 23, 810 200, 000 247, 620 
E55. scickaa deed scadies~tuetnncinsedes 6, 000 eae ee 6, 000 
i aN a alae ta nt anh te nile 5, 000 alatabe anna ath aetahonid 5, 000 
PD Lene sa hcthddddhtnidiaigbswdbeirete nuk stccasem TEL weecuccobtush bansuddowweds | 2, 000 
PR hoi ti bhaad sdasealsetbesdnns 467 467 1, 401 
ESS RTE PO OR eee 2, 000 3, 000 8, 000 
aia kere os Se Oe et eT 1, 000 1, 000 
heer dda a ites ceabis adoe cane re PES Mis 2, 000 
Netherlands 96, 000 763, 474 
New Zealand 112, 000 126, 000 | 266, 000 
Norway . 84, 000 | 84, 000 251, 998 
Philippines - - Bt. be ddee okices 1, 250 
Sweden 180,886 | ? 1, 404, 268 1, 701, 141 
Switzerland 116, 822 | 116, 822 350, 466 
Tunisia fe Uae lO) Sar eh 2) 000 2; 000 
Turkey DB Ssn Sauk Mees bi calisieak ee 4, 286 
ION ciate dnisabnbinihibtbnchtadinnédebuis 224, 027 280, 000 224, 000 | 728, 027 
ESSERE STS aaa a 3 1, 200, 000 4 1, 300, 000 5 1, 500, 000 4, 000, 000 
Ngee ag ee Soe ae ook Donen, 2 ee eek Bel 2, 000 2, 000 
Winds tis. decid obs Sida cdtetbclicceuiidedsectvie at Pe COA ae 20, 000 

i aida ema tinidecaiteataieiniein bac thiacs 3, 039, 697 6 3, 056, 000 4, 521, 054 10, 616, 751 





1 Includes $186,000 as Netherlands Government share of Dutch national campaign contribution. 

2 In 1956 Sweden paid a special contribution to UNREF amounting to $1,353,180. Of this amount $64,899 
was used in 1956 UNREF program while $1,288,281 remained available and was considered as part of the 
Swedish contribution to the 1957 UNREF program. 

3 This includes a special United States contribution of $194,000 for refugees in Austria which was made 
without reference to contributions from other countries, 

4 This contribution was made from $1.9 million made available in fiscal year 1957 for the 18-month period 
ending June 30, 1957. 

5 Of this amount $600,000 was paid from fiscal year 1957 funds and $900,000 from fiscal year 1958 funds. 

6 This total does not include commitments totaling an estimated $1,738,374, undertaken by certain coun- 
tries of second asylum on behalf of 227 difficult cases (tubercular, paralyzed, mental, blind, etc.). 


RESPONSES TO QUESTIONS SUBMITTED BY THE SENATE COMMITTEE ON FOREIGN 
RELATIONS RELATING TO ADMINISTRATIVE AND OTHER EXPENSES 


“Hitherto, this item [administrative expenses] has been for administration of 
programs other than military assistance, the administrative expenses of which are 
included in the appropriation for military assistance. A proposed amendment to 
the language this year would also except the Development Loan Fund, which 
will henceforth pay its own administrative expenses. 

“The administration also requests an amendment to broaden the language of 
section 411 (c) relating to State Department administrative expenses. In exist- 
ing law this subsection contains a continuing authorization of not to exceed 
$7 million in any fiscal year “for administrative expenses which are incurred for 
normal functions of the Department which relate to functions under this act.” 
The proposed amendment would insert the phrase “for functions of the Depart- 
ment under this act” as well as for “normal functions” relating to the act. The 
purpose of this amendment is to make it possible to use section 411 (c) funds 
for the administrative expenses of such functions as the escapee program which 
comes under the act but which is not a “normal function” of the State Depart- 
ment. 
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“Section 411 (c) was added to the law in 1956. Before that time, the Depart- 
ment’s administrative expenses for its normal functions relating to mutual 
security had amounted to about $6 million a year and had been paid out of 
ICA’s administrative funds. In its report to the Senate on the 1956 bill, the 
Foreign Relations Committee said: 

““The new subsection makes it possible for the Department of State, if it 
should so desire, to request these funds in its own annual appropriation bill.” 

“ ‘Tf this arrangement is followed in fiscal 1958, there should be a corresponding 
reduction in ICA administrative expenses.’ 

“Although State Department administrative funds under this subsection have 
not been included in the Department’s own annual appropriation bill, they were 
included as a separate item of $4,577,000 in the mutual security appropriation 
bill. 

“There has not, however, been the corresponding reduction envisaged by the 
committee in ICA administrative expenses. For fiscal 1957 the appropriation 
for ICA administration was $33,595,000 including funds for State Department 
costs. 

“For fiscal 1958, there was an appropriation of $32,750,000 for ICA plus $4,577,- 
000 for State, or a total of $37,327,000. 

“The administration’s request for fiscal 1959 is $33 million for ICA and $6,692,- 
500 for State, or a total of $39,692,500. 

“It should also be borne in mind that the administrative expenses of title II 
(the Development Loan Fund) were formerly included in these figures but are 
excluded in 1959. 

“Questions: Why does it cost more to administer a smaller program? From 
what source was the cost of administering the escapee program paid heretofore? 
Are other programs besides the escapee program involved in this request? If 
so, which ones?” 


(The information subsequently submitted in response to the above 
questions is as follows :) 


MUTUAL SECURITY PROGRAM ADMINISTRATIVE EXPENSES 


A. RELATIONSHIP OF ADMINISTRATIVE EXPENSES TO OBLIGATIONS (NONMILITARY 
PROGRAM) 


In the nonmilitary portion of the mutual security program, the activities 
which require the most administrative personnel and related supporting services 
are those programs which are administered on a “project basis.”” These project- 
type aid programs have increased progressively, in size, in scope, and in com- 
plexity during the past 4 years. For example, actual obligations for project 
aid for country programs (including all technical cooperation activities, as 
well as projects under defense support, special assistance, ete., in specific coun- 
tries) increased from fiscal year 1954 to fiscal year 1957, as follows: 

Trend of project aid components of the mutual security program 


So l 
| Total obliga- | Project aid | Percent for 
| tions | project aid 


| ina Catig a 

Millions Millions | 
SE WO en re ee Sete nsakennactaceneuk taint $2, 081 $227 | 10.9 
Fiscal year 1 : 1, 468 | 518 | 35.3 


The dollar increase in project aid was $291 million, an increase of 128 percent, 
and, within this project aid component, obligations of technical cooperation 
funds, excluding contributions to international agencies, were $107 million in 
fiscal year 1954, $129 million in fiscal year 1957, with an estimate of $129 million 
in fiscal year 1958 and a request for $142 million in fiscal year 1959. 

While funds available for technical cooperation programs represent only about 
8 percent of the total economic aid (nonmilitary) funds under the mutual 
security program, it should be noted that the technical cooperation program 
accounts for approximately 89 percent of ICA’s total personnel strength. 
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Trend of total ICA personnel strength* 


Fiscal year | Fiscal roe Fiscal year | Fiscal 
1956 195) 1958 











1965! 
ee ne ne ceenewiuque 2,949 3, 219 3, 743 3, 824 
Administrative personnel --_____-....._.__._--.- 2, 039 2, 154 2, 223 2, 315 
| atecapanias Seanad erases 2 4, 988 3 5,373 | 3 5, 966 3 6,139 


1 Direct hire, United States nationals. 
2 Actual on board. 
3 Includes 6 for Control Act. 


The increasing trend in ICA personnel, particularly program personnel, is a 
result of two major factors: (@) shift in location of ICA’s program to the newly 
developing countries and (b) increased emphasis on project aid. While com- 
modity import programs, generally characterized as nonproject aid, functioned 
successfully as transfusions in such programs as the Marshall plan, newly 
developing countries require carefully planned economic projects if they are 
to make progress in development. The change in location and type of ICA 
programs has, therefore, resulted in a more than doubled project component in 
the total ICA program between fiscal years 1954 and 1957. Project-type aid is 
the great user of ICA technical staff. In project work, technicians work with 
and train host-country technicians, perform required contracting, procurement, 
and training activities, and screen proposed projects. 

Those aspects of the mutual security program for which ICA is responsible 
have been extended to 11 new countries since July 1955. It should be emphasized 
that the countries in which ongoing programs have been expanded, as well as 
those in which new programs have been undertaken, tend to be newly develop- 
ing nations. These countries do not have enough economists, engineers, and 
technicians to plan and supervise projects, and are short of business facilities 
to carry on required commercial transactions. Such scarcities make necessary 
relatively larger numbers of ICA staff, as technicians, programers, and auditors. 
Moreover, there is little or no opportunity to rely on the host country for main- 
tenance and support activities or to procure such services by contract. It sim- 
ply requires more staff to carry on ICA operations in countries which are 
only beginning their development programs than it does in countries which 
have a long history and demonstrated competence in economic development 
activities. 


B. BREAKDOWN OF NONMILITARY MUTUAL SECURITY ADMINISTRATIVE FUNDS 


Annex A provides a general breakdown showing the funding of administra- 
tive expenses for all nonmilitary mutual security programs for fiscal years 1956 
through 1959. However, only part of these funds are for the administrative ex- 
penses of operations conducted directly by ICA. 

ICA administrative activities cost $26.7 million in fiscal year 1956, $27.9 million 
in fiscal year 1957, $30.5 million in fiscal year 1958, and are estimated to cost 
$33 million in fiscal year 1959. The increase of $1.2 million in fiscal year 1957 
was attributable principally to the additional funds authorized to defray costs of 
administering ICA’s responsibilities under the Public Law 480 program (Agricul- 
tural Trade Development Act of 1954). The costs of these same Public Law 
480 activities, amounting to $1.6 million, were included in the $30.5 million ap- 
propriated for ICA’s administrative expenses in fiscal year 1958, and, likewise, 
are included in the $33 million requested for fiscal year 1959. One million dollars 
of the total increase of $2.6 million from fiscal year 1957 to fiscal year 1958 
represents ICA’s contribution to the civil-service retirement fund. This item 
was covered by appropriations to the Civil Service Commission in prior fiscal 
years. The balance of $1.6 million of the increase in fiscal year 1958 is being used 
to fund increased staffing and backstopping services for new or greatly expanded 
country programs, and for other increased administrative costs. 

In the fiscal year 1959 request, only $0.4 million of the increase of $2.5 million 
involves an increase in the number of permanent positions in fiscal year 1959. 
The remaining $2.1 million of the increase is required to fund for a full year 
the additional permanent positions estimated to be added during fiscal year 
1958 and to fund other expenses for maintaining, rather than adding to, our 
administrative staff. 
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©. NONMILITARY ADMINISTRATIVE EXPENSES FOR OTHER THAN ICA ACTIVITIES 


Annex A shows, also, the funding of administrative expenses for programs 
under the Mutual Security Act for other than regular ICA activities, such as 
funds for program policy review and for USRO, which were appropriated to 
the Department of State in fiscal year 1958. In fiscal year 1959, in addition 
to the above-mentioned programs, request is being made for appropriations 
directly to the Department of State for funds for (1) United States participa- 
tion in OEEC, (2) MSP coordination, (3) public information, (4) refugee and 
migration programs, and (5) housekeeping costs for Control Act activities. Ex- 
planation of fiscal 1959 increases in these areas follow : 


1. Mutual security program coordination 


The increase of $20,000 is attributable to (1) increased net salary costs for 
3 positions which were vacant about 7 months in fiscal year 1958; (2) increased 
contributions to the civil-service retirement fund due to the increase in net 
salaries; and (3) estimated requirements for additional overtime and other 
support costs. 


2. Public information 

The increase of $28,000 requested for fiscal year 1959 is required for (1) fund- 
ing on an annual basis 3 positions which were vacant about 8 months in fiscal 
year 1958, (2) increased contributions to the civil-Service retirement fund due 
to the increase in net salaries, (8) increased need for printing of informational 
material, and (4) increased travel and other support costs. 


3. Refugee and migration program 

The decrease of $21,000 reflected for fiscal year 1959 is the result of an 
increase of $70,000 offset by a reduction of $91,000 representing the cost of 10 
domestic positions which will be funded from the Department of State “Salaries 
and expenses” appropriation in fiscal year 1959. The $70,000 increase will pro- 
vide for (1) funding 266 positions on a full year basis, (2) increased contribution 
to the civil-service retirement fund due to increased net salaries, (3) increased 
travel requirements necessary to handle an increased number of more difficult 
cases, (4) increased costs of communications betwen headquarters and overseas 
posts on the more difficult cases to be processed, (5) the medical costs of the 
dependents of employees assigned overseas, and (6) increased supplies and mate- 
rials, equipment and other support costs due to additional man-years of staff 
time anticipated for fiscal year 1959. 


j. Development Loan Fund 


Included in this category of ‘other than ICA activities” are funds for adminis- 
trative expenses of the Development Loan Fund. While these expenses are being 
financed in fiscal year 1958 from ICA’s administrative expense funds, they are 
to be financed directly by the Development Loan Fund in fiscal year 1959. 
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ANNEX A 


Mutual security program—Comparison of nonmilitary administrative expenses, 
fiscal years 1956, 1957, 1958, 1959 





Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1956 1957 1958 195! 








ORLIGATIONS 


International Cooperation Administration: 
Administrative expenses, sec. 411 (b): 


Regular ICA activities... ..............----- $26, 708,793 | $26,742,359 | $30, 503, 500 $33, 000, 000 
Fuse Law 0 (CA ecuvities............-.|......-------- DU Tone tadacenuunclescaes Pees ae 
Program policy review __............-.-..-- 2, 682, 775 SG7T4G Be. 6G. aes hnktl wii... 


Representation of United States, NATO, 
and European Regional Organization 





























RUN ee re ian 2,235,566 | 1,901,800 |... |e. ’ 
United States participation in OEEC___--- 1 560, 000 535, 662 ONS GOO be. sec iow lice Dp 
Be MING Bok cao one aces cws enn 1 68, 000 73, 301 WE WR Lid od cence oece ( 
Public information. .......-.«..<.<.-..... ee 1 165, 000 162, 020 BO Gee: 1.6. -eubees Q 
Refugee and migration program-_----...--~- i. 114, 000 1, 055, 231 ce eee 
en alacagnasanes= 4 RN co ne rice ae 
Control Act expenses, housekeeping costs - - 121,000 21, 000 $008 bese sos892--2 a 
al li 33, 555, 134 34, 315, 577 32, 750, 000 33, 000, 000 ‘ 
eee of State: Administrative expenses, a ¥ t 
sec. 
i aanaseniimearessescses 2, 675, 000 2, 675, 000 s 
Representation of United States, NATO, f 
and European Regional Organization 
GU hthl Sd AL AB OT deve lnn Sepb - dacckelebisss «te cies! 1, 902, 000 1, 902, 000 t 
United States participation in OREC_---.-|..-..- cle catenin de shat mew tad aan 505, 000 | 
I, De ek ee ee en ee ne Pe sccncneestpee 112, 500 8 
sees Mimmmreaeee. F255 A ese A ed Sn ae ies ak 188, 000 v 
Refugee and migration program. ----.-....-|-. JD betpiablctin awash scie ee = L, 310, 000 ¥ 
Total, State. ie ee ay SRR REN PE 4, 577, 000 6, 692, 500 b 
Development Loan Fund: Administrative a 
amen gr oe sec. 204 Che saeainie thas Bo a ped ght ~ spiced seg ~ 4) eee wae ey le op + Pipes 685, 000 a 
ontro! expenses: Housekeeping costs, 
MR GND. Sete ee eee eee, Pau As se Lat LESBOS RG eS ON Beret eS 33, 000 s 
Grand total, obligations_...............-- 33, 555, 134 34, 315, 577 37, 327, 000 40, 410, 500 ‘ 
FINANCING TiN bau ftps t a 
Speen beBgketl 56. kk on ads ee Le 33, 500, 000 33, 595, 000 37, 327, 000 40, 410, 500 Cc 
Federal Employees Salary Increase Act of 7 
a a a aE ol sak a es gag 0 
Public Law 480 administrative expenses_.__|....._._.____- IS GP PACU RI Re... 
Subtotal, pralennty snatienieamnipinaitirtanidadies 34, 250, 000 34, 745, 000 37, 327, 000 40, 410, 500 
Deduct savings Oe een i ett see ee ee eee (694, 866) nt a i ly, a Aen gro gS 
Grand total, obligations................- 33, 555, 134 34, 315, 577 37, 327, 000 40, 410, 500 


1 Estimated. 
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STATEMENT By RicwarpD F. Cook, ActING Deputy DIRECTOR FOR MANAGEMENT, IN- 
TERNATIONAL COOPERATION ADMINISTRATION, ON ADMINISTRATIVE EXPENSES (SEc. 
411 (B)) 


The proposed fiscal year 1959 appropriation for administrative expenses re- 
quested under this authorization is $33 million. This provides for the adminis- 
trative expenses of the International Cooperation Administration, for both do- 
mestic and overseas operations. It excludes the administrative expenses of the 
Department of Defense. It also excludes certain costs of the Department of 
States related to the mutual security program for which a separate appropriation 
of $6,692,500 is requested for fiscal year 1959, as authorized by section 411 (c) 
of the Mutual Security Act of 1954, as amended. Section 411 (b) request of 
$33 million also excludes the cost of administering the Development Loan Fund, 
which would be provided for separately from assets of the Fund under authority 
of Section 204 (b) of the Mutual Security Act of 1954 as amended. 

The amount appropriated under section 411 (b) for general administrative 
expens:; in fiscal year 1958 was $3°,750,000. Thi: amount inclt led $2,246,500 
for activities which are being covered under other appropriations in fiscal year 
1959. Thus the amount available in fiscal year 1958 was $30,503,500 for activi- 
ties comparable to those included in the fiscal year 1959 request of $33 million 
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under section 411 (b). Fiscal year 1958 activities now proposed for financing 
under other appropriations in fiscal year 1959 are as follows: 


(a) Refugee and migration expenses of the Department of State 

(b) Policy guidance: United States participation in Organization for 
European Economic Cooperation 

(c) Mutual security program coordination expenses of the Depart- 
ment of State 

(d) Public information activities of the Department of State 

(€) Development Loan Fund administrative expenses__._.__--__-_- 

(f) Control Act expenses 


The first four items above are proposed for financing in fiscal year 1959 under 
section 411 (c); the Development Loan Fund administrative expenses are pro- 
posed to be met from the assets of the Fund under the authority of section 204 
(b); and the Control Act expenses are included in the total fiscal year 1959 
appropriation requested under section 410. 

The funds requested are used to finance the costs of personnel in Washington 
and overseas engaged in administering those programs under the Mutual Security 
Act for which the International Cooperation Administration is responsible. 
These administrative costs cover the planning, developing, administering and con- 
trolling programs for each country and enables the agency to carry out its re- 
sponsibility for assuring that ICA programs fully achieve their objectives ef- 
fectively and economically. 

The work of the International Cooperation Administration in administering 
the nonmilitary assistance program for which they are responsible has increased 
steadily as program activities have moved to the less developed areas of the world, 
with less experienced government and business communities and more difficult 
working conditions. Concurrent with this shift in geographical location has 
been the shift in programs from nonproject to project assistance. Project assist- 
ance, involving the furnishing of technicians, the provision of training and 
arranging for service contracts, as well as financing commodities, requires con- 
siderably more administrative cost per dollar of assistance extended than is 
required by the nonproject commodity import type program. Experience has 
taught us that we get the most from a dollar of assistance when we give adequate 
attention to the economic usefulness and technical soundness of proposals before 
committing funds, and then follow up to assure that they are effectively used. 
The amount of $33 million requested for fiscal year 1959 represents an increase 
of approximately $2.5 million over the amount available for fiscal year 1958. 

Of the total increase requested, approximately $0.4 million is required to finance 
an increase of 37 in the number of permanent positions requested. (This figure 
does not include an anticipated increase of 16 in the program for increased 
training and continuity of personnel.) The remaining $2.1 million increase is 
required to fund for a full year additional permanent positions estimated to be 
added during the current fiscal year and other expenses which serve to maintain 
rather than add to our administrative staff. A summary of these maintenance 
increases totaling $2.1 million is as follows: 

(a) $0.3 million increase in rent and utility costs in Washington and various 
overseas locations. 

(b) $0.3 million to provide 16 positions for increased training and continuity 
of personnel. 

(c) $0.3 million increase in Department of State costs for providing adminis- 
trative support both in Washington and overseas, and participating agencies costs. 

(d@) $0.1 million increase in contribution to the retirement fund. 

(e) $1.1 million for salaries and related expenses of additional man-years of 
employment in fiscal year 1959 due to a net increase of 96 positions authorized in 
fiscal year 1958. This additional employment has resulted from efforts to man 
more fully key positions and to provide essential staff for new locations opened 
in the latter part of fiscal year 1957 and in fiscal year 1958. 


STATEMENT OF Rosert M. Beers, CHrer, INFORMATIONAL MEDIA GUARANTY 
DIVISION, UNITED STATES INFORMATION AGENCY 


S. 3417, introduced by Senator Mansfield as an amendment to the Mutual 
Security Act of 1954, as amended, would amend the basic law applicable to the 
informational media guaranty program (sec. 1011 of Public Law 402, 80th Cong.) 
to provide for annual appropriations to restore realized impairment to the 
capital fund used to finance the informational media guaranty, or IMG, program. 
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The IMG program promotes the sale, through normal commercial channels, 
of American books, periodicals, motion pictures, and other informational ma- 
terials to foreign countries lacking dollar exchange. Under this program, the 
American exporter sells informational materials to a foreign importer for 
foreign currency which is exchanged for dollars by the United States Information 
Agency. Most of the foreign currencies thus acquired are sold by the Treasury 
Department to other Government agencies for appropriated dollars, which in 
turn become available to back the issuance of additional guaranty contracts. 

This is the revolving fund concept which is established under the borrowing 
authority provided in the basic legislation. The American exporter is paid 
dollars for his foreign currency. The foreign currency is sold to a Government 
agency for dollars paid out of its appropriation. These dollars are credited 
to the IMG revolving fund, following which the process is repeated. 

The additional dollar funds required to operate the program, over and above 

the dollars obtained from the conversion of foreign currencies, are borrowed 
from the Treasury against notes assumed by the Director of the United States 
Information Agency, pursuant to the authority of the Mutual Security Act of 
1956. 
On October 7, 1957, the Consultative Subcommittee on State Department Or- 
ganization and Public Affairs of the Senate Foreign Relations Committee, under 
the chairmanship of Senator Mansfield, held a public hearing on the IMG pro- 
gram. At that time a complete presentation was made of IMG program opera- 
tions from the beginning of the program in 1949 through June 30, 1957. 

Through fiscal year 1957, IMG contracts totaling almost $51.6 million were 
issued, effective in 16 foreign countries. Under these contracts, almost $30.5 
million was paid out by the Government for foreign currencies. Seventeen million 
dollars was realized by the IMG revolving fund from the sale to various Govy- 
ernment agencies of these currencies, and currencies valued at $6.3 million re- 
mained unsold in the Treasury Department’s IMG accounts. 

To finance these transactions, approximately $13 million of the $28 million in 
total borrowing authority authorized by law, was borrowed from the Treasury. 
Since each dollar of guaranty issued must be backed up by a dollar in unused bor- 
rowing authority, $9.6 million of the $15 million remaining was committed against 
the IMG contracts outstanding. Hence, as of June 30, 1957, only $5.4 million of 
the $28 million was uncommitted, and available to apply against new contracts. 
This amount will finance program operations through fiscal year 1958 but unless 
the capital fund is replenished at this session of the Congress the guaranty au- 
thority will be exhausted during fiscal year 1959. 

In its report on the IMG program following the special hearing last October, 
the Committee on Foreign Relations made a number of recommendations. The 
first of these related to the financing of IMG. The committee endorsed the 
concept that the capital fund necessary to carry out the program should be 
replenished on an annual basis through appropriations. S. 3417, now before 
this committee, authorizes appropriations to restore the capital losses incurred 
since the beginning of the program. 

If all foreign currencies acquired under IMG were sold by Treasury at the 
same rate of exchange at which they were purchased from American exporters 
the IMG capital fund would not require replenishment. However, in some coun- 
tries, currencies are acquired by the Government at one rate and sold by the 
Treasury at a depreciated rate. When this happens, the IMG capital fund 
sustains an outright loss. 

Again, in some IMG countries, the United States Treasury is holding local 
currencies generated by other Government programs in amounts excess to 
United States Government needs. In such cases, IMG currencies may not be 
readily saleable, and the IMG capital fund may not recover the dollars paid for 
these currencies until sone time in the future. 

Lastly, in a very few countries, the IMG agreement with the foreign govern- 
ment contains certain restrictions on the use of the local currency. These 
currencies, too, may be difficult to dispose of since their expenditure may have 
to he covered by special appropriations. 

S. 3417, therefore, authorizes annual congressional appropriation to replenish, 
in whole or in part, the impairment to the IMG capital fund through the end 
of the last completed fiscal year. The total impairment to the IMG capital 
fund as of June 30, 1957, was as follows: 


1; Deaton on foreign Currencies 801d... $2, 252, 015 
2. Cost of foreign currencies determined to be unavailable or in ex- 
cess of United States Government needs______.___..__._________ 9, 780, 418 


3. Foreign currencies transferred to other accounts without reim- 
DCS isesh < hen diane <sqs— esi compptedkenmendn dagen ans 0 
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4. Interest payable on notes $767,783 
5. Less: 
(a) Fees collected 
(b) Proceeds from sale of foreign currency received 
as interest on bank deposits 665, 009 


6. Impairment to June 30, 1957 12, 135, 207 
7. Less prior restoration by appropriation 0 


8. Subject to appropriation 12, 135, 207 


The impairment of $12,135,207 does not represent that much loss to the United 
States Government. To arrive at a reasonable estimate of loss we must deduct 
a market value of foreign currencies to be transferred to the Treasury of 
$5,502,027. This reflects a net estimated loss under the above formula of 
$6,633,180 from the inception of the program, or over a period of 9 years. 

However, as reported to the subcommittee in October, the net loss to the 
Government on all IMG foreign currency transactions through June 30, 1957, 
would have been $7.2 million if all foreign currency holdings had been sold at 
market value on that date. 

If the total impairment to the IMG capital fund were restored at this time, 
the program obviously could continue operating for a number of years without 
the need for additional appropriations. However, this legislation provides for 
an annual review of the program by the Congress, through the Appropriations 
Committees. On the other hand, as was emphasized by all witnesses who ap- 
peared before the subcommittee, the nature of IMG is such that the program 
could not operate under an annual appropriation which provided only for one 
year’s operation. 

Accordingly, if S. 3417 is enacted into law, we propose to request replenish- 
ment of the IMG capital fund in an amount sufficient to provide for at least 
2 years’ operation. Funds appropriated for this purpose will be turned over to 
Treasury to retire outstanding indebtedness, thus reconstituting and renewing 
the IMG borrowing authority in equal amount, after adjustments for interest 
charges due. An appropriation would be requested at this session to enable 
IMG to continue at least through fiscal year 1960. Similarly, at the next session 
of the Congress beginning in January 1959, the Agency would appear before 
the Appropriations Committees to render an accountimg of the program through 
June 30, 1958, including a statement of the impairment to the IMG capital fund 
through that date. At that time, proposed IMG operations for the next 2 fiscal 
years, through fiscal year 1961, would be presented to the Appropriations Com- 
roa and an appropriation would be requested to finance the program through 
that year. 

This proposal will afford the Congress control over IMG through the annual 
appropriations process, and at the same time provide some assurance of con- 
tinuity and sequence to the American exporters participating in the program. 

For fiscal year 1959, the United States Information Agency estimates that 
approximately $13 million in IMG contracts will be issued for 13 countries. 
(This list appears as appendix A to this statement.) While it is difficult to 
make any reliable predictions for fiscal year 1960, for planning purposes a 
program at approximately the same level is envisioned for that year also. 

In order to finance the issuance of some $26 million in guaranties over the 
next 2 fiscal years, it is estimated that the IMG capital fund will require re- 
plenishment this session in an amount approximating $8 million. Supporting 
estimates are now in preparation for submission to the Bureau of the Budget 
for review prior to transmittal to Congress. 

This committee in its report on IMG also recommended that “the administra- 
tion consider the feasibility of establishing priorities among the material to be 
exported under IMG contracts—as for example giving priority to textbooks and 
educational materials over items of an entertainment nature.” 

Careful consideration was given to the problem of priorities and how to limit 
the issuance of guaranties, so as (a) to preserve and protect the commercial 
aspect of IMG which is a fundamental of the program, (0) to channel the guar- 
anty available to underwrite the export of informational materials of maximum 
program value, and (c) to accord equitable treatment to all IMG exporters of 
the same type of informational materials. 

There are many varied aspects to this question and there is no single solu- 
tion satisfactory to all the parties at issue. However, Agency policy in this 
regard is to assign the first priority in issuing guaranty to scientific, technical, 
and text books publishers, newspapers, and magazines, as recommended in the 
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committee report. While the needs of exporters handling these types of mate- 
rials are given first consideration, to eliminate all other materials from the pro- 
gram would distort, if not destroy, the very commercial relationships which 
IMG was established to make possible. 

As an indication of the extent to which applications for contracts exceed 
availability, the level of IMG contract issuances for the present fiscal year is 
fixed at $11,472,000, distributed among 12 countries. Applications from Ameri- 
can exporters for contracts in these countries now total approximately $19 mil- 
lion. (These figures are summarized on attachment B.) 

Finally, the committee recommended that an attempt be made to renegotiate 
any IMG country agreements which contain restrictions on the free use of the 
local currency. These restrictions were contained in the IMG agreements with 
three countries: Israel, Indonesia, and Pakistan, and there is a limitation, rather | 
than an outright restriction, on a use of a small part of the local currency gen- | 
erated under the Philippine IMG agreement. 

This problem has been discussed at length with officials in the Department 
of State, with the result that the restrictions on the IMG agreement with | 
Israel have already been removed, and negotiations will be opened with the Govy- 
ernment of Pakistan in an effort to eliminate the restrictions in that country. 
However, the Department of State feels that the Philippine IMG agreement 
as presently constituted provides sufficient latitude in the use of IMG currency 
so that a formal amendment is not necessary. Also, the Department is of the 
opinion that the Indonesian agreement could not be amended at this time. 

As already stated, the present resources of the IMG capital fund can sustain | 
the present level of program operations only until midway through fiscal year 
1959. Unless the capital fund is replenished at this session of the Congress, 
therefore, for practical purposes the issuance of contracts will be drastically 
reduced, if not discontinued, before June 30, 1959. 


1 
1 
; 
ATTACHMENT A ] 
‘ 
" 


U. 8. Information Agency informational guaranty program—Estimated level of 
contract issuances for fiscal year 1959 


Estimated 
contract ——_ ‘ 
Country issuances Country issuances ' 
dar codec neha tenada ks ees Atieeen US NMED ETI tae ecu seves ceeabieerecpeenm eins $1, 300, 000 
SE gee aiamin annie 350, ic caeceracnsceopaneneneey 500, 000 ‘ 
Seach ctctestnticedsiaintbibmadellietnen a ST ee 1, 500, 000 
I eins ceih ho anceeghenrioseciienses Rs ee IR ain ccthen pies ec cew ors esen , 000 ‘ 
iach wlth ko ct thesia dase cireisistnui 500, 060 | Yugosiavia_....-- 1, 000, 000 t 
I al as ence 600, 000 anesthe ties ‘ 
I ich iecsccctm ys ieengtieres 3, 500, 000 Oe icnna sthesseeniyss sndneh 13, 170, 000 ] 
a iii dttasinc cieebiaiiees: 1, 000, 000 
1Implementation of the program will depend upon negotiation of an IMG country 
agreement. 1 
ATTACHMENT B ( 
] 
U. 8. Information Agency informational media guaranty program—Country I 
allocations compared with contract applications for fiscal year 1958 
[Data as of Apr. 1, 1958] 
Applications ‘ 
Country Allocation | received since 
July 1, 1957 ] 
—— ——$_______—. é 
I nh Sanit Lt, Uedtes 5 hh 5 nada ehh wad bstide asd <8 6s) cadbandebnios sinus $20, 000 0 
ca a Rh Raid wien 350, 000 161, 900 t 
GEA Ut Sten we Bae vee deep thutessdemediastwodegu cot Scse wen 800, 000 1, 413, 200 t 
Bee eee, ES ee eee SS LE UL 600, 000 2, 313, 286 
taint ta daiey SEE badd) «ib ESA Adm thd <b db do nkd bbe} ~ratinlceds 600, 000 842, 850 
Neen nnn ee eee eee eee Mie EE Bedell 3, 500, 000 5, 967, 575 § 
WE Goo ccc ce rede Mae abe ecebdeckstsdolodastengasetket ters pines ae 600, 000 1, 007, 000 i 
RNS Sahar. Lees BOVE ch Les eee Ue ih ek Ld te 750, 000 1, 230, 190 
Ns ste cit KROES 5A we ude oh tein seth deta onddh bide bu < byG6n>'s4> the - 45> 400, 000 538, 255 I 
eee eee a ann ate dec ois wne tom eal gate ahaa ob ammehdlienan 1, 500, 000 4, 119, 728 ¢ 
a al a a, Ss ee ee ge ue 1, 352, 000 1, 200, 445 
ES Ee re eee q Sema IC ed: SERIAL. eu i 1, 000, 000 783, 183 
a a ee ilcnae 11, 472, 000 19, 577, 612 
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(The Department of State subsequently submitted the following in- 
formation in response to questions which had been submitted :) 


RESPONSES TO QUESTIONS SUBMITTED BY THE SENATE COMMITTEE ON FOREIGN 


RELATIONS RELATING TO THE INFORMATIONAL MEDIA GUARANTY PROGRAM 
(IMG) 


“1. If the administration is successful in obtaining the legislation which it 
seeks authorizing appropriations to restore the capital fund of the IMG program, 
how large an appropriation will it ask for and what period of operations will 
such an appropriation allow? Will such an appropriation enable the program 
to operate at about the present level and, in addition, provide a reserve in case 
it becomes necessary to begin IMG operations in a new country?” 

If 8. 3417 is enacted into law, the United States Information Agency estimates 
that an appropriation to replenish the IMG capital fund in the amount of approxi- 
mately $8 million may be requested during the present session, since the present 
guaranty authority will be exhausted early in fiscal year 1959. 

This would provide for about 2 years’ operation of IMG, or through fiscal year 
1960. It is estimated that IMG contract issuances for fiscal years 1959 and 1960 
will approximate $13 million each year, or a total of $26 million for the 2 years. 
The allocation for IMG contract issuances for fiscal year 1958 is $11,472,000. 

Under the pending IMG legislation, it is anticipated that the Agency would 
request replenishment of the IMG capital fund each year as a part of the Presi- 
dent’s budget. 

The estimate to be presented at the present session of the Congress will be based 
upon the status of the IMG capital fund as of June 30, 1957. This estimate will 
request replenishment of the IMG capital fund to support the program through 
fiscal year 1960, since, as emphasized by all witnesses who testified at the special 
hearing on IMG in October 1957, exporters investing in foreign sales promotions 
and distribution must be assured of guaranty coverage for a period of at least 2 

ears. 
. In January 1959, the Agency would include an IMG estimate in the President’s 
budget for fiscal year 1960, based upon the status of the IMG capital fund as of 
June 30, 1958. Again, this estimate would provide for financing IMG through 
fiscal year 1961. 

The policy of replenishing the IMG capital fund annually in an amount neces- 
sary to provide for 2 additional years’ operation affords Congress an opportunity 
to review and control IMG operations each year, yet it also provides the elements 
of flexibility and stability so essential to the program. Under this procedure, 
the Agency would always have the resources to extend IMG to a new country 
should the need suddenly arise, since the program would be operating on a 1-year 
leeway, subject to annual review and appropriation. 

“2. The report of the Committee on Foreign Relations on the IMG program 
dated January 16, 1958 recommended that negotiations be undertaken with cer- 
tain foreign countries to remove restrictions on the use of IMG-acquired local 
currency and to obtain more realistic exchange rates. What have the Depart- 
ment of State and USIA attempted along these two lines and what progress 
has been made?” 

Restrictions in the use of IMG-acquired local currency were contained in the 
IMG agreements with Israel, Indonesia, and Pakistan. There is a limitation, 
rather than a restriction, on the use of a small part of the local currency 
generated under the Philippine IMG agreement. 

The restrictions on the use of the Israeli IMG currency have already been 
lifted, and negotiations will be opened with the Goverment of Pakistan in an 
effort to remove these restrictions also. The Department of State is of the 
opinion that the Indonesian agreement could not be amended at this time; also, 
that the Philippine agreement as presently constituted provides sufficient lati- 
tude in the use of the currency so that a formal amendment is not required. 

The report of the Committee on Foreign Relations on the informational media 
guaranty program, dated January 16, 1958, points out that the problem of 
unrealistic exchange rates affects not only the United States informational 
media guaranty program, but also all United States Government operations in 
countries with such exchange rates. 

Accordingly, the executive branch discusses exchange rate problems with for- 
eign governments whenever this will improve the effectiveness of all United 
States programs in their countries. Regional witnesses in their presentations 
before the Senate Foreign Relations Committee have described the nature of 
such discussions with countries within their areas. There have been no negoti- 
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ations limited to improving exchange rates solely with reference to informa- ’ 
tional media guaranty programs. ‘ 
“3. The report of this committee (Committee on Foreign Relations) on the 
IMG program also called for the Department of State to reconsider the matter ] 
of submitting the Florence Convention to the Senate. When will the Depart- } 
ment submit the Convention to the Senate?” 
The UNESCO-sponsored Agreement on the Importation of Educational, Scien- ‘ 
tific and Cultural Materials (called the Florence agreement) has, since its in- ( 
ception, been under continuous review by the Department of State. The circum- ‘ 


stances up to the present have not justified or supported an affirmative recom- 

mendation for United States adherence, and it is not possible at the present { 
time to predict when submission of this agreement to the Senate could appropri- I 
ately be undertaken. However, it may be useful to the committee, in connection J 
with its appraisal of the international media guaranty program, to have before ( 
it the factors which form the basis for the Department’s position on the Florence 
agreement. 

The Department has consistently advocated the international exchange of 
cultural, educational, and scientific materials as a means of forging a stronger 
bond of friendship with other nations, of assisting underdeveloped countries, L 
and of dissipating the misunderstandings which lead to international conflict. J 

I 
€ 


—_ “5 


The Florence agreement is one of the UNESCO series of agreements designed to 
remove the barriers to the flow of goods and ideas between nations, and its 


principles are, therefore, fully in keeping with the policies endorsed by the v 
Department. a 
However, the Department’s views on adherence to the Florence agreement c 


have had to be formulated in light of the action taken on the Universal Copyright 
Convention, also sponsored by UNESCO, since both treaties directly affect the 
importation of published materials. The Universal Copyright Convention, 
ratified by the United States in 1954, required that works of nationals of con- 
vention countries, and works first published in such countries, be granted an 
exemption from the local manufacturing clause of the United States copyright 


law. This local manufacturing clause is, in effect, a quota on the number of c 
English-language books manufactured abroad which may be imported into the u 
United States. Its modification was opposed by the printing trades unions which h 
feared that it would lead to increased imports and would damage the American C 
printing industry. The Florence agreement would remove the possibility of tariff a 
protection for the book manufacturing industry under the circumstances of 0 
injury resulting from the modification of the manufacturing clause. The Depart- rr 
ment does not feel that the industry will in fact be injured by this action. How- 8 
ever, it does not consider that it would be desirable or fair to the industry to p 
request adherence to the Florence agreement until sufficient experience has been Dp 
gained to establish lack of injury from the manufacturing clause modification. e 

The modification of the manufacturing clause, providing an exemption from lc 
the import quota to works protected under the Universal Copyright Convention, e! 
has been in effect since September 16, 1955, but there was an unanticipated delay p 
in the ratification of the copyright convention by English-speaking countries, 
whose works would be primarily affected. Therefore, it has not been possible m 
to assess the effects of the copyright convention on the book printing industry. g) 
The United Kingdom ratified the convention in mid-1957, and statistics are al 
presently being gathered on the size and significance of book imports under the g 
Universal Copyright Convention. al 

As soon as the necessary data are available to the Department, a new inquiry Ww 
will be conducted, in consultation with other interested agencies and with the if 
private groups involved, into the desirability of United States undertaking the at 
obligations of membership of the Florence agreement. Such inquiry would also 
need to go into the effect on the United States of the provisions of the Florence m 
agreement regarding other categories of materials, such as works of art, visual m 
and auditory materials, scientific instrument, and articles for the blind. el 

“4. Is it true that, under the ceiling imposed by USIA on the Israel program, fe 
Time and Life sales there will soon be suspended? How does USIA allocate de 
its guaranties under this ceiling among the competing informational media ag 
guaranty applicants?” 

Time-Life International informed the Agency that their IMG allocation for ti 
Israel during fiscal year 1958 was insufficient to cover their newsstand sales of si 
Time and Life International and that they would be forced to suspend circula- 5 
tion for the balance of this fiscal year unless their allocation could be increased. 19 


Subsequently, that company advised that they were able to make arrangements 19 
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with the Israeli authorities to continue distribution against payment in Israel 
currency, not subject to IMG convertibility, through June 1958. 

As explained to the Mansfield subcommittee in October 1957, IMG country al- 
locations are fixed by USIA’s IMG Review Board in accord with the following 

licy : 
po eThe policy of the Agency is to continue IMG at a level limited only by the 
extent to which American exporters can sell informational materials eligible for 
coverage when there is no loss to the Government and when there are no re- 
strictions on the use of the local currencies generated. 

“When IMG is proposed in a country in which there is a loss or a restric- 
tion on the use of the local currency, the decision to implement IMG, the 
monetary level, and the estimated loss will be determined on the basis of the 
priority of the country for purposes of accomplishing Agency aims and 
objectives.” 

On this basis, the allocation for Israel during fiscal year 1958 was fixed at 
$600,000. The demand for IMG contract coverage approximated $2 million 
for this year. 

Accordingly, the Agency gave first consideration to applications from ex- 
porters of scientific, technical and text books, news magazines, and newspapers. 
Almost 60 percent of the available guaranty was allocated directly to the original 
publishers of these materials, while an estimated 20 percent additional covered 
exports of these materials under IMG contracts held by export agents and 
wholesalers. Thus, it is estimated that as high as 80 percent of the $600,000 
allocated to the Israel IMG this fiscal year covered the export of these categories 
of publications. 


STATEMENT ON MALARIA ERADICATION BY EUGENE P. CAMPBELL, M. D., CHIEF, 
PuBLIC HEALTH DIVISION, INTERNATIONAL COOPERATION ADMINISTRATION 


The budget proposed for the malaria eradication program of the International 
Cooperation Administration for the fiscal year 1959 provides for continuation of 
the 5-year eradication program begun in fiscal year 1958. Considerable progress 
has been achieved by the malaria eradication program previously authorized by 
Congress to begin in fiscal year 1958. Bilateral programs of malaria eradication 
are in operation or planned for 25 countries in the fiscal year. In spite of normal 
operational difficulties to be expected in launching any major program, the prog- 
ress achieved has been greater than expected. Enthusiastic collaboration and 
sympathetic understanding of the United States participation in this dramatic 
project have been evidenced by press, radio, and television reports on the malaria 
program. Impetus has been provided by specific mention of the program in the 
President’s state of the Union message. The United States has succeeded in the 
long struggle to rid itself of malaria, and in recognition of the great value of 
eradication to our people and the economy, we are offering a helping hand to the 
peoples of other countries so they can derive the same benefits. 

The malaria eradication program is one which is felt more immediately and 
more dramatically than are the effects of many of the programs involving much 
greater expenditures. The program is truly a “people to people” project, with 
all people living in malarious areas feeling the direct results of the malaria pro- 
gram. The eradication of malaria has an effect on the daily lives of all people 
affected, and it has been the No. 1 health problem in many of the countries in 
which programs are being carried out. As has been pointed out by an eminent 
Indian malariologist, ““No service establishes contact with every individual home 
at least twice a year as the DDT service does unless it be the collection of taxes.” 

The proposed amendment will make clear that, in addition to the assistance for 
malaria eradication provided under section 420, the Development Loan Fund 
may, in accordance with rules governing that fund, make loans for malaria 
eradication. By omitting a ceiling figure in section 420, we will remove the need 
for complicated and costly procedures needed to analyze our health activities to 
determine which have elements of malaria eradication and thus must be charged 
against the ceiling. 

Although the proposed program represents the best estimate possible at this 
time, it is based on only 3 months of actual operations, and it now appears pos- 
sible that certain countries may be in a position to condense their programs from 
5 to 4 or even 3 years, thereby increasing fiscal year 1959 and perhaps fiscal year 
1960 costs, and at the same time reducing by comparable amounts the fiscal year 
1962 costs. It is believed important, particularly in view of the increasing re- 
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sistance to insecticides of certain malaria-carrying mosquitoes, to be able to 
expedite eradication programs in fiscal year 1959 wherever this is possible within 
funds, either from the Development Loan Fund or elsewhere in the act, which can 
be made available for that purpose. Of the total amount of $23.3 million appro- 
priated for fiscal year 1958, almost $20.7 million had been obligated as of March 
17, 1958, and the balance will, without question, be obligated before the end of 
the fiscal year. 

In view of the successful beginning of the malaria eradication program in fiscal 
year 1958, it is imperative that it go forward at the most rapid rate possible. In 
order to accomplish this, the United States, through the International Coopera- 
tion Administration, must have adequate funds available in fiscal year 1959. 


MALARIA BPRADICATION 


Program summary 


{In thousands] 


i attlintencicneeputaie hb 
I a th neha tesla nlp * $22, 093 
I sa cuchins lp onmcneie tieumnaionie 25, 600 


1 Included in appropriate individual country and regional programs reflected elsewhere 
in this presentation 

* Excludes $1, 207° million included in individual country and regional programs reflected 
elsewhere in this presentation. 


Detail of program 
{In thousands] 





Fiscal year ee 
1958 fiscal year 

















1959 
aan : | 
el elke Seni pinasitag tnd idaedipitiinn seep idiera-<ste- to 4, 737 5, 120 
Near Bast EE nent a nonteeavabenaiheonaiehecoeenednoknacdt 9, 074 11, 160 
ete Le en cgi sabancodoreniyewvenbsoestcwdaedecnseas 530 580 
RN hE SER Le el eiidedancneamanistthdsnctdseumondas 1,814 2, 600 
I itn cone Dcnindenecnnae white die etenri-a4 so bendocginper serine pen 145 | 140 
ee totes ool ad LE id. 5s. ME 16, 300 19, 600 
Contribution to multilateral organizations: 
4 ee ae a ee 5, 000 3, 000 
Pan American Sanitary Organization (PASO).............-.-------.---- 2, 000 3, 000 
phn) ener GOI ois 5 oo nist ok is obo nts desis SSS eee see 23, 300 25, 600 
Source of a. 
SPEED RINE Ca Sa 5 Ss ee ed esd 17, 200 25, 600 
Asian economic development OIE ib seit bbs AR R= scanned WORE ic cucidosc. 
CTT en en ee enn ee een aseiiaeaincotomete 22, 093 | 25, 600 
Ne aol Sib ied erinbtedaddnn cpeceecssbbwusebstesestscesttsbouse By Gee Wetisiedcctccasse 
in. cb shininin cpnitevenkdbmmanaitkteier wetted enema neannedtumis 23, 300 25, 600 








1 Included in appropriate individual country and regional programs reflected elsewhere in this presenta- 
tion. 


Obligations and expenditures 


{In thousands] 





Obligations | Expenditures} Unliquidated 





Economic assistance: 
Es oti i ndsinbnndedaodnodwibbabatslcstbiteenes al odibiecsceshshnlokwcananeuccce 
I I NT BN nen cccnennwacwnctacescoscs 1 $22, 093 PERRO s cickcn nd 
ee eee 22, 093 12, 900 $9, 193 


1 Excludes $1,207,000 included in individual country and regional programs reflected elsewhere in this 
presentation. 
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It is proposed that the United States continue support for the second year 
of the projected 5-year worldwide program to eradicate malaria. This is a 
cooperative effort being undertaken by some 60 nations or territories, the World 
Health Organization (WHO), Pan American Sanitary Organization (PASO), 
and United Nations Children’s Fund (UNICEF). The ultimate goal of this 
program is to eradicate malaria from areas of some 60 nations of the free world 
in which more than 600 million people are now living. The total estimated 
cost of the 5-year program is $520.7 million. This is an increase of $5.5 million 
over the estimated total cost in the illustrative program presented to Congress 
last year, occasioned by a redetermination of the overall foreign currency costs 
of eradicating the disease from India and Indonesia. 

The nations affected are expected to supply $325.2 million and the interna- 
tional agencies (WHO and UNICEF) plan to contribute an estimated $42.0 mil- 
lion. It is proposed that the United States contribute $113.9 million through 
its bilateral programs and through special grants to international organizations. 
After funding from the above sources, there is a shortfall remaining from total 
requirements of approximately $40 million which it is expected will be met in 
one or more of the following ways: Loans from public lending institutions, 
loans of Public Law 480 generated local currencies, and grants from founda- 
tions and other nongovernmental sources. 


Economic aspects 


Malaria, one of the greatest deterrents to economic progress, contributes to 
low labor efficiency, high absentee rates, low rate of capital investment, low 
learning capacity, and neglect of natural resources. The eradication program 
will increase per capita expenditures during the 5-year period over the average 
annual costs to control the disease. It will, however, obviate the need for 
these annual malaria control costs in the years following. 


Technical feasibility 

On the basis of successful eradication in the United States, Puerto Rico, 
Sardinia, parts of Venezuela, etc., eradication of malaria from the world (ex- 
cept certain regions of Africa) is considered technically feasible by officials of 
the United States Public Health Service, the International Development Ad- 
visory Board, the World Health Organization, the Pan American Sanitary Or- 
ganization, and the United Nations Children’s Fund. 


Impact value 


It has been adequately demonstrated that malaria eradication activities reach 
large numbers of people residing in malarious areas during the first year of op- 
eration. Furthermore, such peoples almost immediately recognize collateral 
benefits of the program (reduced number of household pests) and, as the malaria 
transmission season progresses, they observe a decrease in amount of illness. 
The malaria eradication program is highly successful and popular, reaching 
all levels of people in many countries. 


Accomplishments 


The malaria eradication program authorized by Congress to begin in fiscal 
year 1958 is already well underway. Rapid conversion of existing malaria 
control programs to eradication is being accomplished through the assistance 
of United States technicians, materials and equipment. As of the end of Jan- 
uary 1958, agreements have been signed obligating $19.5 million of the $23.3 
million authorized to be used for this purpose. Negotiations are presently un- 
derway for obligating the remainder of funds available, and no difficulty is an- 
ticipated in completing project agreements. The illustrative presentation at- 
tached (table 1) indicates the support of malaria eradication in 25 countries 
during fiscal year 1958. Host governments plan to expend more than $35 mil- 
lion as their share in these programs. 
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Despite the normal operational difficulties to be expected in launching any 
major program, the progress achieved has been greater than expected. Funds 
contributed to the WHO and PASO are already in use, and bilateral programs 
are advancing satisfactorily. 


Bilateral activities 


Worthy of special mention are eradication programs recently started in India, 
Brazil, and Colombia. 

India has carried on an effective but limited malaria-control program for 
many years. On December 5, 1957, a bilateral agreement was signed which will 
convert the objective of this program to eradication. The agreement provides 
for a contribution in fiscal year 1958 on the part of the United States of $8.7 
million. India will contribute the equivalent of $8.8 million in focal currency. 
WHO plans to participate in this program to the extent of $1.7 million. It is en- 
couraging that malaria eradication in India has been started with dispatch, 
especially since this one country contains approximately half of the free world 
population exposed to malaria. Operational plans call for accomplishing this 
program at an annual per capita cost of approximately 10 cents, an exceptionally 
efficient and economical program. 

In Brazil, plans have been prepared for the conversion of malaria control 
operations to eradication beginning in January 1958. The magnitude of the 
problem in this country necessitates the establishment of a special organization 
for malaria eradication by Presidential decree. It will also be necessary to 
plan the program in three phases, the most critical areas being undertaken in 
fiscal year 1958 and 1959, and other areas in 1960 and 1961. The first year costs 
of this campaign will be between $4 and $5 million. The initial ICA support 
to this program is $592,000 in material and equipment. 

Although Colombia faces a difficult economic situation, the equivalent of $3,- 
077,000 has been allocated to the malaria eradication program by the Gov- 
ernment of Colombia. ICA will furnish imported supplies and equipment to the 
amount of $500,000. 


Multilateral activities 


Of the $7 million made available in fiscal year 1958 to multilateral agencies, 
$5 million was contributed to the WHO and $2 million to the PASO. These 
funds have made it possible for these organizations to put their programs in high 
gear. The WHO reports that it has already begun to receive contributions in 
addition to the $5 million from the United States, and anticipates receiving ap- 
proximately $1 million from other countries. 

As a result of the activities of the PASO, two other Latin American govern- 
ments have made special contributions to the special malaria eradication fund of 
that organization. In 1957 the Dominican Republic contributed $100,000 as the 
first installment on a pledge of $500,000, and Venezuela contributed some $300,000. 
Venezuela has also provided a number of scholarships for training malaria 
eradication personnel of neighboring countries. Contributions to the fund may 
be forthcoming from other governments. Basically, however, the great bulk of 
the effort by other countries must be devoted to meet local costs. 

The detailed plans of WHO and PASO to utilize malaria eradication funds for 
special training programs, technical conferences, specific research projects, 
employment of scarce malaria technicians, purchase of insecticides, materials, 
and transportation equipment, are models of professional accomplishment. Ma- 
laria eradication training programs in the Spanish language have been estab- 
lished in Mexico and Venezuela. English language malaria eradication training 
centers are being established in Jamaica and the Philippines. Up to December 
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31, 1957, PASO, using the special malaria funds, had awarded 110 fellowships to 
Latin American nationals to study malaria eradication techniques. 

It has been possible to effect close working relationships at the headquarters 
and field levels between ICA malaria specialists and those of WHO, UNICEF, 
and PASO. Specific agreements have been reached regarding techniques for 
malaria eradication and methods for coordination of programs in order to 
prevent duplication. 


Other uses of funds 


In addition to country malaria eradication programs mentioned above, fiscal 
year 1958 funds have been used for certain expenses of the ICA health staff, to 
establish a joint ICA—PASO English language malaria eradication training cen- 
ter in Jamaica, and to support essential technical services provided by the com- 
municable disease center of the Public Health Service. 


Proposed fiscal year 1959 program 


As indicated in table 2, programs totaling $25.6 million are proposed in fiscal 
year 1959, providing for a contribution of $3 million to WHO, $3 million to PASO, 
and $19.6 million for use in bilateral programs. 

The major expenditures for country programs are proposed in Brazil, Indo- 
nesia, and India. The program in Brazil is expected to move into full operation 
early in fiscal year 1959. This country constitutes one of the largest remaining 
malarious areas in the Western Hemisphere. 

In Indonesia, there are several organization and tactical problems which must 
be resolved, but real progress has been accomplished in converting the extensive 
control program to eradication. It is proposed to increase the program level 
from $2.8 million in fiscal year 1958 to $3.9 million in fiscal year 1959. 

A reevaluation of the foreign currency needs to eradicate malaria from India 
indicates an increase of $6 million over the estimate shown in the illustrative 
program of the fiscal year 1958 presentation. The total foreign currency cost 
of eradicating malaria from India is now estimated to be $37.5 million. 

Recent intensive investigation of the costs of implementing malaria eradication 
programs under WHO auspices has led to an upward revision in the cost esti- 
mates for WHO activities. It is proposed that $3 million be granted by the 
United States to WHO during fiscal year 1959. 

A $3 million grant to the Pan American Sanitary Organization is proposed to 
support that organization’s programs in the Western Hemisphere as planned 
for fiscal year 1959. 


Projected requirements 


The estimates here submitted show anticipated dollar requirements for three 
additional fiscal years after fiscal year 1959. In interpreting these projections, 
it is important to recognize that at the time these estimates were made, the 
malaria eradication program had been in operation for less than 4 months. 
Therefore, estimates which can be considered firm and reliable have been re- 
ceived from only a few countries. It is expected that the estimates submitted 
next year will be more precise, since they will be based upon a longer period of 
operating experience. There are some indications that it will be possible to 
accelerate certain programs, for example in India, where trained and readily 
trainable personnel will facilitate rapid expansion of the program. Such accel- 
eration will concentrate foreign exchange needs into fewer years but will not 
increase total costs for eradication. Any possibilities for such acceleration of 
malaria eradication will be explored as added insurance against the Anopheles 
mosquito becoming resistant to insecticides before eradication can be accom- 
plished. 
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TABLE 1.—United States bilateral malaria eradication programs, fiscal year 
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TABLE 2.—Estimated requirements and anticipated funding for malaria 
eradication by fiscal year 
NONREGIONAL 


[In millions of dollars] 





Average 
Total annual 
rate 
1958-62 


60 nations (exclusive of United States) !_. 1. 19. 72.0 5. . 325, 2 65.0 
WHO aa s aa ABE ee ; 2. : 2. . 10.0 2.0 
UNICEF is hia vat b b 4 . ’ 32.0 6.4 








United States: 
Bilateral programs_-____.-.._..-_- | 5. . 6 31.4 : 7. 87.9 
Special grant to WHO___- 5 d 3.0 4 3. 18. 0 


Special grant to PASO____- 43 ED 2. 3. 20 . 8.0 
6. 4 


Subtotal, United States __- ee .é 25. 3 18.0 . 6 113.9 
Other sources of loan and grant funds 2. _.|__. 6 12.0 10.0 ; 39. 6 























Grand total ; .< ; 130.4 ~ 110. 0 : 520.7 
t t 


' Foreign country fiscal years do not in all cases coincide with United States fiscal years. 
2 Loans anticipated through Public Law 480, and/or other sources. Grants anticipated from sources 
other than United States mutual security program. 


STATEMENT BY PauL F. Russe tt, M. D., M. P. H.* 
ON MALARIA ERADICATION 


The International Cooperation Administration’s (ICA) malaria program and 
budget proposed for fiscal year 1959 constitute the expected second annual stage 
of the 5-year malaria eradication program authorized by Congress to begin in 
fiscal year 1958. This worldwide health project has been undertaken in cooper- 
ation with some 60 free nations of the world and with the active support of the 
World Health Organization (WHO), the Pan American Sanitary Organization 
(PASO), and the United Nations Children’s Fund (UNICEF). Approximately 
63 percent of the estimated total 5-year cost of $515.2 million is being paid by the 
countries concerned, about 21 percent by ICA, and about 8 percent by multi- 
lateral agencies, WHO, PASO, and UNICEF. The remaining 8 percent will be 
made up by loans or additional grants. The fiscal year 1959 budget amounts to 
$25.6 million, a slight increase over the $23.3 million budgeted by ICA for 
malaria eradication in 1958. It is usual that costs of a 5-year eradication 
project should be greater in the second and third years of operation. 

The 5-year international malaria eradication plan, to which the United States 
is contributing through ICA, embraces all the malarious countries of the Amer- 
icas, many populous and important Asiatic countries, and 3 countries in Africa, 
a total of 60 countries with a combined population exceeding 600 million. It 
should be noted that malaria eradication is also going forward in other areas 
so that in the calendar year 1958 there are malaria eradication projects in 76 
countries. Some 728 millions of the 1.2 billions exposed to malaria infection 
throughout the world are now included in malaria eradication campaigns. 

In other words, malaria is being vigorously attacked. Six years ago, after a 
careful study, I estimated the total number of malaria cases occurring in the 
world each year as approximately 350 million, with 3.5 million deaths. Re- 
cently, a similar study indicated that the annual number of cases has fallen to 
an estimated 200 million, with 2 million deaths. This is still a huge total, but 
represents a decline of 40 percent since 1952. Malaria has been all but eradi- 
cated from the United States where only 20 years ago there were 6 million to 7 
million cases in some years. So, too, malaria has been eradicated from Puerto 
Rico, Italy, Cyprus, Mauritius, and wide areas of a number of countries. 


1Staff of the Rockefeller Foundation; consultant to ICA: consultant to the Surgeon 
General, U. 8. Army ; member, Malaria Panel, World Health Organization. 
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Thus, malaria is retreating notably, thanks to the money and brains put into 
the attack over the past 10 years by the United States, WHO, PASO, and 
UNICEF, and by numerous countries for work within their own borders. Many 
qualified observers are satisfied that malaria can indeed be eradicated if the 
present attack can be kept up. 

Although the ICA share in the total cost of the worldwide malaria attack is 
not over 21 percent, this United States contribution is vital to the success of 
malaria eradication. Without it the attack would undoubtedly falter, and 
eradication might very likely be delayed for many years. Delay could be very 
costly. Today’s chance of eradicating malaria depends on the fact that it is 
economically feasible to eradicate malaria, provided this is accomplished by the 
use of such persistent insecticides as DDT, BHC, and dieldrin. Until these 
weapons were freely available, about 1946, malaria eradication was not economi- 
cally possible. So long as we can use DDT, BHC, or dieldrin effectively, we 
can look forward with confidence toward malaria eradication. Unfortunately, 
the Anopheles mosquitoes that carry malaria are beginning to become resistant 
to the insecticides. Already 6 out of some 50 important vectors are resistant either 
to DDT or else to BHC-Dieldrin in some part of the geographic range of the 
mosquito species. Only one, so far, is resistant to both classes of insecticide 
(A, sacharovi in Greece). The others, when resistant to DDT, are destroyed by 
BHC-Dieldrin and vice versa ; so the attack goes forward. But time is obviously 
of the essence. It behooves us to eradicate malaria before it becomes impossible 
to use the insecticides that make eradication economically possible. 

What does the United States get back from the money it appropriates for 
malaria eradication in other countries? In the first place, as pointed out by 
President Eisenhower in his state of the Union message in January 1958, our 
support of malaria eradication is an example of “works for peace” “cooperation 
on projects of human welfare’. As emphasized by the President, “In the last 
analysis, there is only one solution to the grim problems that lie ahead. The 
world must stop the present plunge toward more and more destructive weapons 
of war, and turn the corner that will start our steps firmly on the path toward 
lasting peace.” The present international drive to eradicate malaria is an ex- 
cellent example of this type of work. In all the long history of mankind there 
has never been an international public health effort that approached in magni- 
tude and effectiveness the current malaria eradication program. The whole 
world knows that the United States has contributed millions of dollars toward 
this international program, which is indeed a work of peace. Can it be seriously 
argued that such a work has not brought us dividends of international friend- 
ship? 

In the second place, as pointed out in 1956 by the International Development 
Advisory Board, “the United States draws 60 percent of its imports from and 
sends 40 percent of its exports to countries where malaria is prevalent. Malaria 
control among laborers who produce the goods purchased by the United States 
requires on the average at least 5 percent of the annual production budgets. 
This constitutes a hidden malaria tax of more than $% billion paid annually by 
the United States on its imports. The total value of the business loss to export- 
ers because of the poverty directly due to malaria cannot be estimated but is 
certainly huge.” We are appropriating for malaria eradication abroad only a 
small fraction of what malaria abroad costs us. Worldwide malaria eradication 
will undoubtedly be worth many billions of dollars to the United States. 

Thirdly, so long as there are seedbeds of malaria in the world, we may not 
be certain that we can forever maintain our present freedom from the disease 
in the United States, especially if widespread interruption of health services 
should oecur following an atomic disaster. 

Finally, it should be emphasized that, apart from international friendship 
stimulated by such works of peace as malaria eradication, there is the friend- 
ship of millions of common people involved. For malaria eradication comes 
close to the hearts of those whose homes have been blighted by this disease. I 
know something of this personally from my experience in Sardinia. When I 
first visited that island in 1929, the pitiable condition of the malarious children 
was obvious. In every village were to be seen sad little tots with huge bellies 
and pale faces sitting listlessly in the doorways of their homes. My last visit 
to Sardinia was in 1950 at the close of the malaria eradication project. The 
change as regards the children was tremendous. Everywhere, the village chil- 
dren were playing vigorously, kicking balls and romping about normally, cheeks 
rosy and no swollen bellies. Can anyone believe that the parents were in- 
different to that change? I believe that the United States has gained a great 
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deal of strength from its overseas ICA programs of public health assistance, 
and especially from those in malaria control and eradication, unspectacular 
though they have been to the outside world. 

So it seems to me that the appropriation of money by the United States to 
support the worldwide malaria eradication project can be advised for practical 
reasons in the interests of our national security and welfare. I have studied 
the proposed program and budget for malaria eradication activities by ICA in 
fiscal year 1959 and heartily approve. I urge that the budget be approved. 


STATEMENT By Louis L. WiriiAMs, M. D., PUBLIC HEALTH SERVICE OFFICER 
(RETIRED), ON MALARIA ERADICATION 


The worldwide malaria eradication program, now well underway, is being 
earried out by 76 nations of the world, with technical and financial resources 
made available by the International Cooperation Administration, the World 
Health Organization and the United Nations Children’s Fund. It should be 
noted that the major portion of the costs involved is being borne by the in- 
dividual governments of the countries where the program is being carried out. 
In many instances, such financial support by governments represents a real 
burden to the country concerned, and is only made possible by great sacrifice 
for this effort. 

We must not take a complacent attitude and consider that the goal of world- 
wide eradication will be accomplished without some difficulties. There are 
many technical, administrative and/or political problems that must be solved 
in various countries. The chief technical problem is the one of possible insecti- 
cide resistance on the part of the mosquito vectors. In a number of localities 
where DDT has been used extensively over a number of years, such resistance 
has been discovered, and alternate methods of malaria eradication have had to 
be used. It is essential that the program proceed as rapidly as possible in 
order to accomplish eradication while the most efficient and economic tool, 
residual insecticides, still kills mosquitoes. In some countries, such as India, 
the existence of an extensive organization, a cadre of trained personnel and 
additional readily trainable personnel make it possible to extend eradication 
efforts far more rapidly than originally estimated. This opportunity to accel- 
erate the program of eradication in India and in a few other countries should 
be utilized to the utmost. 

In recent weeks, examination of data secured through a series of pilot proj- 
ects has shown that the interruption of malaria transmission can be accom- 
plished in a large area of southern and eastern Africa (Union of South Africa, 
Mozambique, Southern Rhodesia, and Ethiopia). This makes possible the 
eradication of the disease from a large portion of Africa where the feasibility 
of the undertaking was not previously known. The main problems facing 
eradication of malaria from these areas are financial, administrative, and the 
lack of trained personnel. The latter problem has been recognized for some 
time, and ICA and WHO are already operating training centers to meet this 
personnel need in other areas of the world. Such training must be extended 
to include the continent of Africa. 

Despite the difficulties which must be overcome if the program is to be 
successfully carried out on a worldwide basis, we are gratified with the progress 
made to date and feel that with the coordinated planning and efforts of the 
International Cooperation Administration and the other participating organi- 
zations, this very important public health program will continue to go forward 
with the greatest possible speed. 


STATEMENT By RicHARD F. Coox, ACTING Deputy DIRECTOR FOR MANAGEMENT, 
INTERNATIONAL COOPERATION ADMINISTRATION, ON INTERREGIONAL EXPENSES 


The proposed expenses for fiscal year 1959 under this heading total $15,140,000 
This provides for the costs of necessary supplementary and backstopping services 
for ICA technical cooperation and other programs where it would be uneconomi- 
from an accounting standpoint or otherwise impracticable to charge such services 
directly to individual projects or country or regional assistance funds. No 
separate appropriation is requested to cover expenses incurred under this heading, 
in view of the fact that funds for this purpose are already included in the totals 
requested for technical cooperation and other categories of aid. 
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The costs involved differ from ICA administrative costs in that the purpose of 
the expenditures is to provide services to cooperating countries, directly or 
indirectly, rather than to the United States Government as such. They differ 
from regular ICA program expenses in that they are not directly requested by 
cooperating countries but rather are requested by implication in the request for 
the basic assistance which these services support. 

For purposes of internal ICA handling, these interregional program expenses 
are subdivided into two categories: interregional-project expenses and interre- 
gional-program-support expenses. The former covers primarily expenses which 
are made through contracts with private firms, universities, etc., while the latter 
involves services performed by United States Government-employed personnel, 
either directly in ICA or in other Goverment agencies on behalf of ICA. 

Under the provisions of section 522 (f) of the Mutual Security Act of 1954, as 
amended, these expenses for accounting and control purposes will be administered 
in a single account with periodic credits to this account of the amounts which 
relate to other appropriations affected. 


TYPES OF SERVICES PROVIDED 


Services to foreign participants receiving training in the United States or 
elsewhere 
Bringing an individual or group from a cooperating country to the United States 
or elsewhere, for training in or observation of advanced techniques in their par- 
ticular field of interest, is a key element in all technical cooperation activities 
and is also an important aspect of some defense support and special-assistance 
projects. To arrange a suitable training program, and carry it out effectively. 
necessarily requires an extensive array of supporting services. These include the 
time of project managers and training supervisors in ICA and other Government 
agencies or on contracts with private institutions; orientation; provision of 
interpreters, where necessary, refresher courses in English; accident and health 
insurance coverage, etc. 
The total amount of the interregional program expenses which are expected to 
be utilized for such services to participate in fiscal year 1959 is $7.23 million. It 
is estimated that ICA and participating agencies will handle more than 7,000 
participants in the United States (more than 5,000 arrivals and more than 2,700 
carryovers from prior years) and that there will be more than 2,000 participants 
in third-country training locations in fiscal year 1959. 
It should be pointed out that the numbers for which services are required differ 
from the numbers of participants reflected in fiscal year 1959 general estimates 
for technical cooperation and other funds since there is a time lag of several 
months between the provision of funds for a training project and the actual 
arrival of the participants. Thus, the bulk of the participants arriving in fiscal 
year 1959 will have been funded from fiscal year 1958 appropriations, except for 
the service costs under discussion. 


Backstopping and support services for United States technicians in the field 


The second major element in the technical cooperation program is the sending 
of United States technicians abroad to advise and assist cooperating countries in 
improving their technology in various fields. In fiscal year 1959 ICA expects to 
have approximately 3,350 such technicians in the field on a direct-employment 
basis and a further 2,500 who are working under ICA-financed contracts with 
American universities, institutions, and business firms. To make the work of 
these technicians effective also requires a number of support and backstopping 
services. 

Thus, they utilize the normal administrative services of the United States 
embassies in the various countries on such matters as payroll, transportation 
arrangements, personnel services, communications, disbursing, etc., thereby elimi- 
nating to the maximum extent possible the establishment of separate ICA facili- 
ties for these purposes. On the substantive side of their work, a technician in 
agriculture needs to have access to the vast storehouse of technical information 
and knowledge in his field which is available in the United States Department 
of Agriculture and the land-grant-college system. Similar backstopping services 
are rendered by most all major agencies of the United States Government. The 
normal budgets of these agencies, of course, do not contain provisions for these 
Services and it is, therefore, necessary for ICA to reimburse such agencies for 
the expenses involved. 
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Again, there are certain “standby costs” which are essential to maintaining a 
corps of technicians in various fields ready and able to meet the requests of 
eooperating countries on short notice. ICA and its predecessor agencies have 
been handicapped in the past by the necessity of recruiting all technicians on an 
ad hoe basis, starting when a request came in from a country. With several 
years of experience of program requirements behind it, it was possible in fiseal 
1958 for ICA to institute an Overseas personnel program which provides for 
eertain measures of advanced recruitment to anticipate needs and arrangements 
for maintaining technicians on the rolls for a limited period between assignments, 
recruiting and training junior technicians, and some retraining for technicians 
after a number of years in the field. It is planned to increase these services 
slightly in fiscal year 1959. The costs of these arrangements are also charged 
to the interregional program expenses account. 

The total amount which it is anticipated will be required for services to 
technicians in fiscal year 1959 is $6.88 million. 


Other interregional program expenses 

The interregional program expense account is also utilized to finance certain 
other activities and services which contribute to the overall effectiveness of ICA 
assistance to cooperating countries. 

Thus, for example, major survey and construction projects proposed for financ- 
ing from defense support or special assistance may require intensive technical 
review to assure the proposing country and ICA that they are sound from a 
technical and engineering standpoint. The cost of ICA staff time and certain 
general contract engineering services used for this purpose are charged to the 
interregional program expenses account. 

Again, there are a number of forms of “nonpersonal” technical assistance to 
cooperating countries which involve such small units of service that it is not 
feasible to document them as individual projects and charge them to each coun- 
try’s allotment of United States aid. These include such matters as the han- 
dling of requests for information about various technical processes ; the making 
of various studies of advanced agricultural techniques; and the preparation of 
analytical information on a variety of matters from low cost housing construction 
methods to United States labor practices. Such activities make up the final 
components in the interregional program expenses account. 

Altogether, these activities will require approximately $1 million in fiscal year 
1959. 

OBLIGATION TRENDS 


Interregional program expenses as proposed will total approximately $15,140,- 
000 in fiscal year 1959 ($15 million technical cooperation and $140,000 special 
assistance) as compared with a program of $13,930,000 in fiscal 1958 under the 
reduced ICA appropriations. The major elements in this increase on the inter- 
regional projects side of the estimate are primarily for increased costs of pro- 
viding interpreter services for participants. This is required because of the 
increase in the proportion of participants requiring interpreter services. 

On the side of interregional program support expenses, the anticipated in- 
creases compared with fiscal year 1958 are largely attributable to— 

1. An increase of $285,000 in the overseas personnel program. This amount 
provides for approximately 28 man-years of employment plus travel and other 
expenses. 

2. An increase of $666,000 is required for State support to provide for the rising 
level of ICA programs, implementation of the vehicle-replacement program. de- 
pendents medical care program, annualization of costs at USOM’s opened in 
fiscal year 1958, local wage and other price increases. 

3. An increase of $100,000 is estimated for services performed by participating 
agencies. 


STATEMENT BY RICHARD F, Cook, AcTING DEPUTY DIRECTOR FOR MANAGEMENT, 
INTERNATIONAL COOPERATION ADMINISTRATION, ON OCEAN FREIGHT (VOLUNTARY 
RELIEF ) 


In fiscal year 1959 an appropriation of $2.1 million is being requested for ocean- 
freight expenses, $100,000 less than the 1958 appropriation. These funds will be 
used to continue ocean-freight support for shipments of relief and rehabilitation 
supplies by approved American nonprofit voluntary agencies engaged in humani- 
tarian activities abroad. 
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These voluntary agencies draw their principal support from contributions in 
cash and in kind made by the American people. It is a typically American pro- 
gram, representing a material expression of good will by our citizens for their 
less fortunate friends in other lands. The ocean-freight payments are available 
for approved agencies, defined by section 409 of the Mutual Security Act of 1954, 
as amended, as those agencies registered with the Advisory Committee on Volun- 
tary Foreign Aid and the American Red Cross. In view of the dependence of 
these agencies on the good will contributions of American citizens, these programs 
could hardly go forward without the assistance provided by the Government to 
defray the ocean-freight charges. 

Supplies estimated at $29 million will have been shipped and distributed in 
fiscal year 1958 at a cost to the Government of approximately $2.2 million. Each 
dollar appropriated for ocean freight delivers goods worth $14. The goods 
include food, clothing, medical supplies, school supplies, hand tools for agricul- 
ture, and other self-help supplies. Most of these goods are donated without a 
supplementary cash contribution to cover the delivery costs to the country of 
destination. 

These voluntary programs are assisted in many ways by the receiving coun- 
tries. Formal agreements are entered into by the United States with the 
receiving country which provide that the receiving country will grant duty free 
entry of goods, will finance inland transportation charges from the port of entry 
to ultimate points of distribution and will assist in every way to guarantee that 
the classes of recipients for whom the goods are intended actually receive them, 
The voluntary agencies bear the cost of solicitation, processing, warehousing, 
packaging for export, and transportation to United States ports, as well as 
maintaining United States citizen representatives abroad to supervise distribu- 
tion and to insure that supplies reach the persons for whom intended. Thus, 
the program is conducted under a three-way cooperative arrangement between 
the Government of the United States, the American voluntary agency, and the 
receiving government. All gifts are marked to indicate that the goods are a gift 
of the American people and that ocean freight was paid by the Government of 
the United States. 

These same agencies are also moving substantial quantities of United States 
Department of Agriculture surplus commodities into their relief channels abroad, 
the payment of ocean freight for which is funded under the authority of section 
208 of Public Law 540, the Agricultural Act of 1956. The value of these pro- 
grams of the voluntary agencies in promoting friendship abroad has been fully 
recognized as evidenced by the continued support of their activities since 1948. 


STATEMENT OF RicHARD F. Cook, AcTING Deputy DIRECTOR FoR MANAGEMENT, 
INTERNATIONAL COOPERATION ADMINISTRATION, ON ADMINISTRATIVE EXPENSES, 
Strate (Sec. 411 (c)) 


An approprition of $6,692,500 is proposed for fiscal year 1959 for the adminis- 
trative expenses of the mutual security program administered by the Department 
of State under the authorization of section 411 (c) of the Mutual Security Act 
of 1954, as amended. Funds included under this heading are required for 
expenses of the Department, as follows: 


A. Mutual security program policy review___----.__..-.-----__---- $2, 675, 000 
B. Representation of the United States-NATO and European Re- 

Sone TERMINATORS 4 ELU) ,. PATIB S cine nnn sesinetan—inn ne 1, 902, 000 
C. Policy guidance in United States participation in Organization for 

the European Economic Cooperation._........----__---_.--_---. 505, 000 
D. Mutual security program coordination_._..............._-..__.- 112, 500 
Ne estate cnemnecssermrasenepenss coin eoevevencvatesmne> 188, 000 
F. Refugee and migration program operations_____.____._-_----__ 1, 310, 000 


Wea ae a) 2 ee ee ey 6, 692, 500 
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STATEMENT BY JOHN F’. Fioserc, COMMISSIONER, UNITED STATES 
Atomic Enercy CoMMISSION 


It is a pleasure to appear before you today to support a program which, though 
it involves relatively few dollars, is yielding large dividends of goodwill and 
benefits throughout the world. I refer to what has become known as the foreign 
atoms for peace program, both in a multilateral as well as a bilateral sense, 
which is covered in section 419 of the bill before you and for which we re- 
quest appropriation authorization of $5.5 million in this coming fiscal year. 

Although the program was conceived as one of benefit to other nations by as- 
sisting them in the development of the peaceful uses of atomic energy, we expect 
to derive from it an ever-increasing flow of scientific information of interest and 
of value to the United States. 

In broad terms, three major items are involved : 

The first calls for a continuation of the program instituted by the President in 
1955 of assistance to other nations, on a bilateral or multilateral basis, in acquir- 
ing research reactor projects by funding up to one-half of their cost—to a limit of 
$350,000. 

The second, inaugurated this fiscal year, involves financial assistance for the 
acquisition of nuclear research and training equipment such as radioisotope 
laboratories and subcritical assemblies. 

The third provides for assistance by United States atomic energy experts in 
advising other nations on their programs of nuclear science and technology and in 
making the surveys and studies necessary to assure that requested financial 
assistance can be used effectively. 

One of the most effective methods of this type of cooperation is the multi- 
nation symposium such as the very successful inter-American symposium held in 
the spring of 1957. Tentatively we are planning another inter-American meeting in 
1959. 

To date, funds have been committed for research reactor project grants to nine 
countries: Brazil, Denmark, Greece, Italy, Japan, The Netherlands, Portugal, 
Spain, and Venezuela. 

The Brazilian project has been completed and their reactor is now in operation. 
I was present in Sio Paulo a few weeks ago at the dedication of this fine tool 
for nuclear research and training, which will serve the great university there. 

In addition to commitments which have been made to Greece and Italy in this 
fiscal year to date, we are now preparing to commit funds for grants to Israel 
and Sweden, and expect before June 30 to make commitments to from 3 to 5 
additional countries. 

In the coming fiscal year we expect that at least 10 additional countries will 
submit satisfactory proposals, and for that reason we have included in our 
authorization request the sum of $3.5 million. 

I should mention here that although the United States offer involves fund- 
ing of one-half the cost of a project to a limit of $350,000, in no case to date 
has the $350,000 proved sufficient actually to cover one-half of the cost which, 
on an average, has exceeded $1 million per project. I think it fair to say, 
however, that the stimulus provided by the amount we contribute has been a 
powerful and, in many cases, the basic motivating force in accelerating the 
development of nuclear research facilities in the countries which have partici- 
pated and are planning to participate in this program. 

Research reactors, although important, involve only one phase of the peace- 
ful atomic energy field. Also important in nuclear research and training are 
radioisotopes and the equipment needed to put them to use in studying the life 
sciences ; in developing medical diagnostic techniques; in the study of plant and 
animal life, and so forth. 

Examples of what is done under this part of the program are the furnishing 
of necessary laboratory equipment and training tools for a radioisotopes course to 
be given in Ecuador next month, and of providing equipment for a similar course 
of training now in progress at the American University at Beirut, Lebanon, with 
instruction being given by two instructors furnished by the Atomic Energy Com- 
mission. 

The final item of $300,000 provides for technical, advisory, and evaluation serv- 
ices to friendly foreign nations (particularly those just launching their programs) 
in all phases of the peaceful uses of atomic energy. Empasis is laid on evaluating 
proposed projects and making recommendations as to those which seem best 
suited to a country’s scientific, economic and technological capabilities. An 
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example of this activity is a recently completed study requested by the Govern- 
ment of Colombia, in which two United States scientists reviewed and made 
recommendations on the conduct of that country’s atomic energy program. 

Although the Commission’s particular interest is in the program I have been 
describing, I should mention that funds appear elsewhere in tihs bill to provide 
for the training of foreign students in nuclear science and engineering. The 
Commission endorses this training program wholeheartedly. In many areas of 
the world, training a suitable cadre of nuclear scientists and engineers is a pre- 
requisite to any assistance which can be furnished under the program before 
you. 

Finally, I would like to enlarge somewhat on a point mentioned briefly a little 
earlier, and that is—this program is definitely not all one way. In every case in 
which we provide assistance, either for a research reactor project or for radio- 
istope or other nuclear research equipment, we arrange to be provided with in- 
formation of scientific value derived from the research which will be conducted 
by the recipient countries. In effect then, this program represents an enlarge- 
ment of our own research program and we expect to receive a growing volume 
of useful and important scientific data from it. 

One might ask about the current level of United States support to the Inter- 
national Atomic Energy Agency which as you know, is headed by a distinguished 
former Member of Congress. The IAEA is making good progress with the dif- 
ficult task of organization and staffing. We are giving all possible support with 
the goal of assuring that the Agency develops a sound program. 

I have limited my remarks to the highlights of the program. However, both 
I and the members of the Commission’s staff present here will be glad to 
answer any questions you may have. 


The Cuarman. If there is nothing further, the meeting is ad- 


journed. 
(Whereupon, at 12: 50 p. m., the committee adjourned.) 
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WEDNESDAY, APRIL 2, 1958 


Untrep Strates SENATE, 
CoMMITTEE ON ForetGn RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:05 a. m., in room 
P-38, United States Capitol Building, Senator Theodore Francis 
Green (chairman) presiding. 

Present: Senators Green, Sparkman, Humphrey, Morse, Smith, 
Hic kenlooper ,and Aiken. 

The Cuarrman. The meeting will come to order. 

Today marks the close of formal hearings by the Committee on the 
Mutual Sec urity-Act of 1958. 

At this session we will hear approximately 35 witnesses who have 
asked to testify in connection with the pending bill. Each witness 
has been asked to limit his oral statement to not to exceed 10 minutes. 

The testimony of each witness will be in accordance with prepared 
statements already submitted to the committee. Witnesses are cau- 
tioned that this hearing is devoted to the overall subject of mutual 
security and foreign aid. Testimony, therefore, which deals with in- 
ternal politics of any nation, unless it has a specific and overriding 
relationship to the topic of mutual security, will not be received. 

At the outset, I wish to announce that in accordance with committee 
custom, the organization witnesses will be heard first, to be followed 
by individual witnesses. Because we have a heavy list, I desire to 
announce that we may not reach the individual witnesses until this 
afternoon. The committee intends to reconvene at 2 o'clock follow- 
ing the morning session. 

T wish to announce also at this time that if any witness scheduled 
to appear today desires to submit his statement for inclusion in the 
record instead of reading it to the committee, such statement should 
be given to the committee clerk. 

I also request that all witnesses submit the required 50 copies of 
their statements to the committee clerk. 

I shall now call Mr. Robert R. Nathan, appearing for Americans 
for Democratic Action, as the first witness. 


STATEMENT OF ROBERT R. NATHAN, AMERICANS FOR 
DEMOCRATIC ACTION 


Mr. NaTHan. Mr. Chairman, my name is Robert R. Nathan and I 
am appearing here today on behalf of Americans for Democratic 
Action as the national chairman of the organization. 

We appreciate this opportunity. I also want to say in the begin- 
ning in compliance with the Foreign Agents Registration Act Iw vant 
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to state that I am personally registered under that act because of the 
economic services now performed for the Governments of Burma and 
Israel by the company of which I am president, namely, Robert R. 
Nathan Associates, Inc. 

In line with your request for time, I would like to submit the 
statement for the record as it is mimeographed and presented to the 
clerk and just make a few very brief comments, Mr. Chairman. 

(The statement referred to is as follows :) 


TESTIMONY OF Rosert R. NATHAN, ON BEHALF OF AMERICANS FOR 
DEMOCRATIC ACTION 


Mr. Chairman and members of the committee, my name is Robert R. Nathan. 
I am appearing today on behalf of Americans for Democratic Action, as its 
national chairman. Our organization appreciates the opportunity to testify 
before this committee in support of the Mutual Security Act of 1958. 

In compliance with the Foreign Agents Registration Act, I wish to state 
that I am personally registered under the act because of the economic services 
now performed for Burma and Israel by the firm of which I am president, 
namely, Robert R. Nathan Associates, Inc. 

Since I last testified before you on this same subject—on June 5 last year— 
I have again visited Asia. Indeed, I returned only 2 weeks ago. This trip 
left me more than ever convinced that we are falling far short of meeting 
the needs and opportunities for American participation in world development, 
both because what we do is too little and because it is done in bits and pieces, 
without a meaningful overall pattern. 

It was inevitable, of course, that our first efforts in this field should be 
tentative and experimental in character. The whole idea of American aid to 
the peoples of the underdeveloped areas of the world was relatively new when 
President Truman proposed it as the fourth point of his 1949 inaugural address. 
We had to learn by experience how to translate these brave words into realities, 
and we are still learning. But, as we look forward to the 10th anniversary 
of point 4, I believe the time has come to weave an overall pattern for over- 
seas aid, a grand design bold enough to capture the imagination of the Ameri- 
can people, and of the world, and clear enough to commend itself to men of 
good will everywhere as the clear way forward to economic progress plus— 
rather than minus—freedom. 

The history of America teaches us that our people respond better to big 
ideas than to little ones, A really big idea like the Marshall plan seizes their 
imagination, and impels them to carry it through to completion; a thing of 
shreds and patches like our present overseas aid program is too readily over- 
laid by pettifogging quibbles. These can be answered, as, indeed, ICA Admin- 
istrator James C. Smith has ably answered them. But the most effective 
thing to do is to get on with the big job, quit wasting our time and energy 
on the yapping of unreconstructed isolationists, and, as in the case of the 
Marshall plan, let facts and solid achievements speak for themselves: 

We let these trifles trouble us because our overseas aid program lacks real 
motive power and direction. The American people are given no clear indication 
of what is to be accomplished with a given appropriation, how it supports 
and interlocks with other free world efforts, and what the requirements are 
likely to be in the years ahead. Surely, the basic elements for a more con- 
structive approach to the problems of the underdeveloped countries must 
include: 

First, the formulation by the responsible leaders of the underdeveloped coun- 
tries, with, if they need and wish it, the advice of outside agencies, public or 
private, of realistic national development programs. 

Second, careful reviews of these programs to determine what assumptions 
are involved concerning domestic investment and savings, foreign private invest- 
ment, world commodity prices, etc. 

Third, an assessment of the amount of outside aid likely to be required during 
the next few years. 

Fourth, cooperation among the industrial powers to see to it that, through 
the United Nations, through regional groupings like the Colombo Plan, and 
through bilateral arrangements, the requisite amount of aid may be insured, 
and that the programs of various countries complement each other. 
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Meanwhile, we are pleased to welcome two imaginative proposals, one by 
Senator Monroney, the other by Senators Kennedy and Cooper, which, it appears 
to us, can open the way to putting our overseas aid program in the forefront of 
events, rather than letting it limp along lamely behind them. 

Last year I suggested that the United States offer to put as much of the 
Development Loan Fund into a special fund under U. N. auspices as other 
member countries, in proportion to some reasonable measure of their abilities, 
were willing to match. We therefore support Senator Monroney’s resolution 
calling for consideration of the establishment of an International Development 
Association, and urge that Congress make adequate funds available for inter- 
national institutions extending economic aid, such as the proposed association, 
or as the long-proposed Special U. N. Fund for Economie Development, SUNFED. 

We see such an agency as part of the overall pattern of economic aid, an 
important part, but not as a substitute for existing programs. For one thing, 
we realize that the usefulness of soft currencies is limited and that they cannot 
at present or in the foreseeable future replace dollar appropriations. For 
another, we emphasize, as we did last year, that there are definite limits to the 
borrowing capacity of underdeveloped countries and that a considerable measure 
of aid in the form of grants may be essential for some years to come. But, 
as a useful new tool in the overseas development kit, we believe that Senator 
Monroney’s proposal deserves very serious consideration. 

Likewise, we fully support the substance of the speeches of Senators Kennedy 
and Cooper on aid to India, in particular because they assess the total task 
to be done, and boldly propose that the United States, together with the other 
industrial nations, commit itself to doing the whole job, rather than bits and 
pieces of it. 

Mr. Chairman, you will not be surprised to hear that we consider that the 
amount of economic aid proposed in the act before you does not begin to measure 
up to what America can and should do. If this were a period of full employ- 
ment, the allocation of substantial additional resources to foreign assistance 
could reduce the supply of goods and services available to meet domestic de- 
mands. Even during the greater prosperity of a year ago, as I pointed out, an 
adequate program, one of $3 billion a year, could have been financed five times 
over out of the rate of expansion which our economy is capable of achieving 
under wise management, but has not achieved under the timid and unimagina- 
tive policies of this administration. 

Thanks to these same policies, we are now in the preposterous position of 
tolerating admitted unemployment of over 5 million workers—with concealed 
unemployment due to enforced short time amounting to the equivalent of almost 
an additional million and a half. For every million unemployed over the 2 
million mark, the country is losing some $600 million a month in national out- 
put. At the present level of unemployment, equivalent to some 6,500,000, we 
are losing—irretrievably—over $214 billion a month, or more than $30 billion 
a year, in goods and services. It is not even a “giveaway” since nobody is 
receiving it and nobody is benefiting from it. Next to the great depression of 
the thirties, it is the biggest throwaway in our economic history. 

Let me put it another way—our present rate of waste in terms of idle men 
and unused resources is far, far more than the rate of aid the people of the 
underdeveloped countries could possibly use in helping them achieve higher 
production and improved living standards. 

Or to put it still another way—under present circumstances, we are not faced 
with the choice between a dam in Afghanistan or in Arizona, or between a 
highway in Siam or in South Dakota. Our idle capacity can achieve both—with 
no strain and indeed with great benefit to our economy. 

Actually, Our recession is hurting the economies of friendly nations, and 
increasing their needs for assistance. Simultaneously, we have a greater ca- 
pacity to meet these greater needs. More adequate aid Can in some measure 
offset the damage, both to friendly countries and to our own status and prestige, 
caused by our recession. 

Mr. Chairman, when I testified last year, I took occasion to welcome three 
forward steps in the administration’s proposals—steps which we of ADA had 
long advocated. 

1. The recognition, in the proposal of the Development Loan Fund, that eco- 
nomic development is a continuing and long-term process, and that the United 
States must be in a position to make commitments beyond a year-to-year basis. 

2. The availability, through this Fund, of loans which may be repaid in local 
currencies. 
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8. The separation, then proposed by the Administration, of the funds appro- 
priated for technical and economic assistance from those for military aid. 
including defense support. 

We are pleased that the establishment of the Development Loan Fund was 
approved by Congress. However, we must warn that the allocation in this year’s 
proposals of only $625 million for this Fund, plus the miniscule provision for 
grant aid, will not suffice. To embark upon long-term development programs 
with the necessary confidence, the less advanced countries must be able to 
count on a decent minimum of assistance from the United States for at least 
a decade. 

So far, the result of establishing the Development Loan Fund is that less 
development assistance is being provided in the present fiscal year than in the 
preceding one. The Fund has been deplorably slow in getting into operation. 
One of the reasons that such promising ideas as the Fund bog down before 
they get started is that our procedures have grown fantastically complex. In 
order to prevent errors, we have built in more and more safeguards, until at 
last we have reached the stage where we avoid mistakes by taking no action 
at all—and thereby make the biggest mistake of all. We must be prepared to 
put competent people in charge of the program, give them some freedom, and 
recognize that mistakes may occasionally be made in what is, inevitably, an 
extremely complex and not altogether predictable process—that of economic 
growth. 

Loan negotiations should be streamlined, interest rates should be made at 
least as favorable as those offered by the Soviet Union. Since the United States 
will have to be a net capital exporter for many years to come, we should be 
prepared to offer long periods of grace to underdeveloped countries before dollar 
repayments on principal begin. 

Mr. Chairman, we are sorry that the administration has not renewed its pro- 
posal, rejected by Congress last year, that economic and technical assistance be 
separated from military aid. The confusion of these two very different types of 
support does damage to America abroad and handicaps the growth of public 
understanding and support for technical and economic aid here at home. 

We believe that such separation is necessary to enable the American people to 
appreciate the actual cost of real technical and economic aid, and to realize what 
a small proportion it is of our total Federal budget. 

Incidentally, this separation would encourage a long, hard look at our military 
aid and defense support programs in various areas of the world—something we 
think is long overdue. 

Mr. Chairman, last year we made what we considered constructive suggestions 
for the improvement of our overseas aid program. In particular, we urged that 
a steadily growing portion of it be channeled through the United Nations. We 
are therefore pleased that the United States delegation to the United Nations 
has proposed an enlargement of the U. N. technical assistance program from its 
present level of about $30 million to about $100 million, including the special 
projects fund. 

It may be that other countries are not doing as much as they should to support 
the U. N. technical assistance program. But this should not prevent our chal- 
lenging them to join us in extending economic aid through the U. N. Some would 
evade the challenge—ineluding, in all probability, the Soviet Union, which would 
thus expose the purposes of its own aid program as nakedly political. But others 
would accept it, to the measure of their abilities, and there would then be a 
greater total effort toward world economic development. 

Certainly, the Congress would be well advised to repeal the present legislation 
according to which the United States proportion of U. N. technical assistance 
will drop to 38 percent in fiscal 1959 and 334% percent in fiscal 1960. To clamp 
this arbitrary limit upon our participation in this international effort is like 
going into the ring with one arm tied behind our back—and by ourselves, at that. 

Mr. Chairman, last year I testified just after Mr. Khrushchev, in a televised 
interview seen by millions of Americans, declared with complete confidence— 
indeed, with arrogance—that he looked forward to the worldwide triumph of 
communism in this century. His final assumption of the mantle of Stalin last 
week makes it all too clear that he has full power to devote the great resources of 
the Soviet Union to reaching this goal. 

Like Stalin, he believes that capitalism will destroy itself—above all, by letting 
the vast underdeveloped areas of the world go Communist by default. Moreover, 
he intends to speed this process up by his own aid and trade program—an idea 
he picked up rather belatedly from our own program, but which he is pressing 
with the utmost vigor and determination. 
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This is no time for us to falter in our own efforts. With unwavering zeal, the 
Communists have preached their gospel and built their power until they are with- 
in sight of their goal of making the coming century the century of communism, 
Yet we still have the overwhelming predominance in industrial and economic 
power. If we use our power with anything like equal dedication and purpose, we 
can make this coming century—first for the people of the underdeveloped areas 
of the world, ultimately even for the peoples behind the Iron Curtain, the cen- 
tury of political—as well as economic—democracy. 

In so doing, we would be fulfilling the highest destiny of our country, as Thomas 
Jefferson saw it 132 years ago, in the closing months of his life. He wrote: 

“All eyes are opened, or are opening, to the rights of man. The general spread 
of the light of science has already laid open to every view the palpable truth that 
the mass of mankind has not been born with saddles on their backs, nor a favored 
few, booted and spurred, ready to ride them * * *,” 

This is the vision we must cherish, and realize through bold and generous 
action, if we are to make the revolution of rising expectations through which the 
majority of mankind is passing our revolution, not theirs. 1776 came almost a 
century and a half before the October revolution of 1917. That is a very long 
head start—and history will not readily absolve us if we fritter it away through 
apathy and fatigue. Let us, instead, move forward with full confidence and 
vigor into the great adventure of this century—the banishment of poverty from 
the face of the earth and from all the languages of man. 


FORMULATING BASIC PROGRAMS OF DEVELOPMENT 


Mr. Narwan. We are approaching the 10th anniversary of point 4 
and I believe that it is appropriate that we take a new sort of fresh 
look at this overall picture of foreign aid, and I would merely suggest 
that in doing this we ought to realize that both the American people 
and the people of the rest of the world respond more favorably and 
more immediately and more enthusiastically to big and bold plans 
rather than to piecemeal bits and pieces programs. 

I believe that at this time it would be appropriate if we in the United 
States would try to help the underdeveloped countries of the world in 
the best way possible to develop basic programs of development, that 
we should encourage them in evaluating what resources they them- 
selves can provide for these development programs, and also to help 
them in their determination of what their capital deficiency is. 

The Cuarrman. I would like to interrupt you for a moment, unless 
you would prefer not to be interrupted. What do you mean by devel- 
opment? There are all kinds of development. 

Mr. Naruan. The basic plan, Senator, I think so many countries 
start out and we go to their help without sort of a basic framework of 
what they want to do and where they want to go. 

The Cuarman. Do you mean political, social, or economic ? 

Mr. Natwan. I am thinking mainly of social and economic with, I 
would say, political policies or broad economic political policies which 
are consistent with the kind of development that can be accomplished. 

The Cuairman. Excuse the interruption. 

Mr. Naruan. That is perfectly all right, Senator. 

Some countries, I think, have policies which are not conducive to 
maximizing their development, although they are ambitious to achieve 
better material means for their people. I think that they have got to 
develop the kind of social, economic, and political system that their 
background and environment and capacities fit them for but, at the 
same time, I do believe that too often our aid is unrelated to fundamen- 
tal plans which involve goals and which give orders of priorities to 
certain kinds of public works and private investment and industrial 
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investment and agricultural investment. A sort of total program, I 
think, is needed which should be helpful to countries in undertaking 
some kind of an intelligent plan. 

Then they have got to also evaluate what they can contribute to this 
development and then what they need from the outside, and I believe 
then it is incumbent on the United States and the other industrial 
powers and the United Nations to do everything in their power to as- 
sure that these capital deficiencies, that these needs will be covered. 

I believe in this kind of a program we would have some sort of a big 
look-see at the overall picture which would give us some goals as to 
where we hope to end up 5 or 10 or 20 years from now in terms of 
improvement of living standards and production and what the capital 
flow will be in order to achieve these goals. They ought to be ambitious 
goals but also feasible. 

AID TO INDIA ENDORSED 


Just 1 or 2 specific comments. 

I would like to emphasize that we here are very enthusiastic about 
the speeches of Senators Kennedy and Cooper with respect to the 
recognition of the needs of India, and we wholeheartedly endorse 
their resolution concerning the support the United States should give 
to India in achieving their economic programs as they have now set 
them forth. 

UNITED NATIONS AID PROJECTS 


Also, we are very happy to stand behind Senator Monroney’s pro- 
posal for an International Development Association. We have in the 
past stated we would like to see more of our aid move through the 
multilateral sources, such as SUNFED being set up in the United 
Nations. 

We are happy to see the increase through the United Nations of 
the special project fund. 

We would hope that this Congress would repeal the provision calling 
for a reduction in America’s share in the UNTAA to 38 percent next 
year and 3314 percent in 1960. 


DEVELOPMENT LOAN FUND 


As far as the Development Loan Fund is concerned, we are happy 
that that was enacted last year, provided for. 

We regret that it has been so slow in getting underway. 

I think sometimes in an effort to avoid mistakes we introduce so 
many regulations and so many rules that we make the biggest mistake 
of all, and that is take no action. 


LOCAL CURRENCIES ACCUMULATING 


We are happy that Congress is considering an enlarged Public 
Law 480 program, and I think that the availability of capital funds 
and surplus agricultural goods to underdeveloped countries to be re- 
paid in local currencies is a very good point. 

On the other hand, I think we should now take cognizance of the 
fact that these policies are going to result in a huge accumulation of 
local currencies all over the world in the hands of the United States 
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over the next 10, 20, 30 years. I think it will be a generation or more 
before these countries are able to develop an export surplus. Until 
that happens, it means a capital outflow from the United States. 

While I believe it is far-more realistic to get local currencies for our 
capital exports through the Development Loan Fund or Public Law 
480, we would be unrealistic if we did not sit down to recognize and 
look ahead on the problems which will derive from this large flow of 
foreign currencies into the hands of the United States. 


SEPARATION OF MILITARY AND ECONOMIC AID 


We would like very much, Mr. Chairman, to call again for a separa- 
tion between miltary and economic aid. I think that the consideration 
behind the two are very different and they ought to be separate. 

We would have a much better basis for a logical analysis and a 
logical evaluation. 

Just one final point, Mr. Chairman. 


UNITED STATES INTERNATIONAL SETBACKS 


We feel that in the last year we have had three serious blows struck 
or hit at our international status. One was Little Rock, two was 
sputnik, and three is the recession. I believe that this recession of 
ours is in a sense being exported, and that many countries around the 
world, especially the underdeveloped countries, are suffering seriously 
from an adverse development of their terms of trade, namely the prices 
of raw materials have fallen faster than the prices of finished goods, 
so their earnings are hurt, and many underdeveloped countries are 
really hurt by the American recession. 

I would emphasize, Mr. Chairman, that the recession in the United 
States has increased the needs abroad for help, and also our capacity 
of our ability to provide these needs are greater. 

Therefore, we would hope that the aid program this year would be 
considerably enlarged rather than contrary to the talk of some that 
they ought to be curtailed. 

I believe in the face of Little Rock and sputnik and at the same time 
the entry of Russia into the international aid area poses a kind of 
threat behind which the United States should not retreat, but rather 
we should go ahead more aggressively in terms of helping economic 
development and in that way I think really offsetting this Commu- 
nist aggressive move to try to bring the underdeveloped countries of 
the world under their domination. 

The Cuarrman. Thank you very much. 

The next witness will be Mr. Hyman Bookbinder of the AFL-CIO, 
Washington. 

Mr. Bookbinder. 


STATEMENT OF HYMAN BOOKBINDER, AFL-CIO, 
WASHINGTON, D. C. 


Mr. Booxsrnper. Thank you, Mr. Chairman. My name is Hyman 
H. Bookbinder, legislative representative of the AFL-CIO. I am 
accompanied by Mr. Burke Seidman, economist for the AFL-CIO, 
who has worked in this area. 





590 MUTUAL SECURITY ACT OF 1958 




































If I may, Mr. Chairman, I would like to simply inform you that 
we have a visitor to the AFL-CIO who expressed an interest in 
coming over. He is Mr. Brij Mohan Sekhri, who as a trade union 
leader and editor, and if I may, may I present him to you, Mr. Chair- 
man. 

Mr. Chairman, I respect ae 10-minute limitation. We have a 
»repared statement which I hope can be put in the record, and I will 
briefly summarize the contents of this statement. 

(The statement referred to is as follows :) 


STATEMENT BY HyMAN H. BooKBINDER, LEGISLATIVE REPRESENTATIVE, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


I appreciate the opportunity to appear before your committee today to ex- 
press the recommendations of the American Federation of Labor and Congress 
of Industrial Organizations for extension of the mutual security program. 

As one of the earliest and stanchest supporters of the Marshall plan, point 4 
and succeeding programs of mutual aid, the labor movement vigorously sup- 
ports extension of the mutual security program on a continuing and effective 
basis. The deep concern of organized labor with the need for a strong foreign 
aid program was recently expressed in a statement on foreign economic policy, 
unanimously adopted by the AFL-CIO executive council. Let me quote briefly 
from the executive council’s statement : 

“The welfare of more than a billion people just beginning to aspire to a better 
life as well as the welfare and security of our own Nation provide compelling 
reasons for the United States to improve and expand our program of assistance 
to underdeveloped areas. 

“Multilateral reduction of tariff barriers will open up new markets and ex- 
pand economic opportunities for all free nations, industrialized and under- 
developed alike. But much more will be needed to pave the way for economic 
development of the less developed areas and to forestall the advancing Soviet 
economic penetration into these countries. 

“The assistance our country gives to fostering sound economic growth in 
underdeveloped countries can help to strengthen the freedom and democracy 
and weaken forces of Soviet totalitarianism. Unfortunately, we may have been 
lagging in our foreign aid efforts while the Soviet rulers, utilizing foreign aid 
as an effective political weapon, have greatly expanded their financial com- 
mitment to underdeveloped areas. 

“We must meet this challenge by expanding our foreign aid program and gear- 
ing it to the needs and aspirations of the peoples of the underdeveloped areas.” 

I am attaching to my statement the full text of the executive council statement, 

I think it is also significant to note that an additional statement the executive 
council adoped with respect to a program to meet the overall international sit- 
uation urged “expanded and coordinated economic and technical assistance to 
the industrially underdeveloped countries in their efforts to raise their produc- 
tive capacities and living standards and to strengthen their democratic institu- 
tions.” This evidences the recognition of organized labor that foreign aid must 
be an essential part of our overall foreign policy. 


FOREIGN AID AND THE DOMESTIC ECONOMY 


Before outlining our recommendations for the mutual security program, I 
should like to discuss briefly the relationship of foreign aid to our domestic 
economic problems. We are convinced that this is an issue which cannot be 
ignored. We think it must be faced frankly. We are certain, however, that a 
fair appraisal of the relationship between our domestic economy and foreign 
aid will reveal the need not for abandonment or contraction of the foreign aid 
program but for its expansion. 

We have in America today upward of 5 million unemployed. Unless effective 
action is taken now to expand economic activity and put the jobless back to 
work, the already serious situation the Nation faces may become even more 
critical. These are facts which simply cannot be ducked. But the solution to 
these problems must be worked out in our domestic economic policies and 


programs. 
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The AFL-CIO recently held a national conference called for the very purpose 
of directing attention to the present economic emergency and the programs needed 
to restore prosperity. As the opportunity arises in hearings before appropriate 
congressional committees, we are presenting these recommendations to the Con- 
gress and urging their adoption. We are convinced that the right kind of action 
taken promptly—on taxes, public works, housing, unemployment compensation, 
minimum wage and other vital issues now before the Congress—will help to 
quickly expand economic activity and greatly reduce unemployment. 

Thus we need domestic solutions to domestic problems. It is worthwhile point- 
ing out, however, that our foreign aid activities make a significant contribution to 
our economic activities here at home. The primary purpose of foreign economic 
aid is to assist in the economic development of the underdeveloped nations. It 
is not and should not be aimed primarily toward promoting domestic business. 
But we cannot ignore the fact that it does have that beneficial collateral eco- 
nomic effect. 

Foreign aid helps the American economy because nearly 80 cents of every dol- 
lar of mutual security funds has been spent right here in the United States. 
These expenditures provide an estimated 600,000 jobs for American workers. 
Obviously, at a time when we have more than 5 million unemployed, it would 
be the height of folly for the United States to eliminate or reduce a program 
which both strengthens our own national welfare and security and makes a 
significant contribution to our economy. 


NEED FOR EXPANDED FOREIGN AID 


America cannot turn its back on the aspirations for a better life of the hun- 
dreds of millions of people in the underdeveloped countries and still maintain 
leadership of the forces of freedom. We strengthen the chance that democracy 
and justice will win over tyranny by helping to make possible sound economic 
growth in places where, for countless centuries, the people have known only 
hunger, disease, poverty, and stagnation. 

Our role is inevitably limited, but it is extremely important. What we do or 
fail to do could spell the difference between success and failure of the beginning 
efforts toward economic growth in the underdeveloped countries. Determined to 
make those efforts successful, the underdeveloped areas will turn—indeed have 
turned already—to the Soviet Union if we refuse to make assistance available 
in meaningful forms and amounts. Once the Soviet rulers are able to establish 
economic ties with the underdeveloped countries, their opportunities for political 
penetration will inevitably increase. 

Before the Congress acted on mutual security legislation last year, a con- 
siderable number of studies were made of the requirements for an effective 
foreign aid program. It was the consensus of these studies, some of which were 
made at the request of and for the use of committees of the Congress, that the 
United States should assume as its share of the cost of economic development ap- 
proximately $2 billion a year. It was felt that most but not all of this amount 
could be in the form of long-term, interest-free loans. 

Despite these recommendations, the Congress last year appropriated for the 
development loan fund only $300 million and authorized $625 million for fiscal 
year 1959. The President has requested that the $625 million be made available 
in new obligational authority for fiscal 1959 as authorized by the Congress in the 
basic legislation last year. 

For technical assistance, the Congress made available last year only $130 
million and the President has requested $164 million for the next fiscal year. The 
additional amount requested is mainly to permit the United States to join 
with other nations in broadening the very valuable technical assistance activities 
carried on by the United Nations. 

There is every evidence that the funds which have been made available and 
even the additional amounts requested by the President are extremely inadequate. 
If the $625 million requested by the President for the development loan fund 
becomes available, that amount plus the $300 million authorized last year will 
amount to a total of $925 million. Compare this amount with applications 
amounting to $1.5 billion which have already been made to the fund in only 
two-thirds of one fiscal year. This means that many projects urgently needed 
to provide the spark for economic growth in the underdeveloped countries simply 
cannot be undertaken unless the United States makes more funds available 
or unless the underdeveloped countries can obtain the funds they need elsewhere. 
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THE SOVIET DRIVE 


These nations which for the first time see the possibility of economic growth 
will not sit idly by and watch their plans for essential projects wither on the 
vine. If the United States fails them, they will seek help wherever they can get 
it. Increasingly, they are turning to the Soviet Union which is apparently will- 
ing to provide underdeveloped countries with economic help in the hope of draw- 
ing them into the Soviet political orbit. 

The Soviet Union has gotten into this picture only comparatively recently, 
but in that short time, it has been remarkably successful. It remains to be seen 
whether the Russians will deliver on their promises. Nevertheless, it is note- 
worthy that according to the State Department, in a period of less than 3 years, 
the Soviet bloc has extended about $1.9 billion in long-term loans or grants to 
non-Soviet countries. Of this amount, only $400 million is in the form of mili- 
tary aid and the remaining $1.5 billion takes the form of various types of eco- 
nomie assistance. 

The projects which are slated to be made possible by the Soviet economic 
aid are vital in the eyes of the recipient countries—silos in Afghanistan, vil- 
drilling rigs in India, bridges in Egypt, a tire factory in rubber-rich Indonesia. 
These are the kinds of projects Soviet aid is financing. In the main, shipments 
of materials and provision of technical assistance by the Soviet Union have kept 
to agreed schedules. 

There can be no doubt that the Soviet Union will step up its economic assist- 
ance program especially if the United States should leave a vacuum which the 
Soviet rulers could fill. Clearly, it is in the interest of the United States to 
block the development of strong economic bonds between the Soviet Union and 
the still free nations of the world. But we can do this only with a continuing, 
effective, adequately financed program of economic and technical assistance to 
underdeveloped countries. 


ADMINISTRATION OF FOREIGN AID 


Before I turn to specific recommendations, let me briefly mention one other 
point. I understand that some Members of Congress have been concerned with 
the possibility that some errors of judgment may have occurred in connection 
with the detailed administration of the foreign aid program. Of course, no 
program can be 100 percent perfect in its administration, and this is particu- 
larly likely in the case of a necessarily complex program operated on a world- 
wide basis. Clearly, some mistakes are bound to occur in carrying out such a 
program. i 

I do not have detailed knowledge of the particular occurrences which have 
given concern, although I do understand that some of them have been cleared 
up by the ICA in a detailed report dealing with this question. We certainly 
agree that it is the responsibility of the Members of Congress giving this and 
other programs their careful scrutiny. Nevertheless, I want to urge the com- 
mittee to view this problem in its proper perspective. We particularly urge 
that whatever mistakes of judgment may possibly have occurred in the de- 
tailed administration of the program in no way justify the scuttling or crippling 
of this vitally necessary program. By all means the committee should recom- 
mend whatever improvements in administration that may be desirable, but we 
ask that nothing be done which would limit the overall effectiveness of the 
program. 

AFL-CIO RECOMMENDATIONS 


In the light of these considerations, let me briefly outline our specific recom- 
mendations with respect to extension of the mutual security program: 

1. We recognize that the mutual security program encompasses several types 
of assistance and must continue to do so. The AFL-CIO recognizes the con- 
tinued need for both military assistance and defense support. The size and 
character of these programs must be determined on the basis of military con- 
siderations. But regardless of decisions that may be made regarding the re- 
quirement for these programs, they must not be permitted to detract from ade- 
quate support for an effective program of economic and technical assistance to 
the underdeveloped countries. 

2. Every relevant consideration—our own domestic economic situation, the 
minimum requirements to assure economic growth in the underdeveloped coun- 
tries, the urgent need to enhance the welfare and security of the Free World 
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against the economic and political encroachment of the Soviet bloc—all em- 
phasize the necessity for an adequate foreign aid program. The amount re- 
quested by the President for economic and technical assistance is insufficient to 
assure this objective. We would therefore urge the Congress to authorize sub- 
stantially larger amounts for the Development Loan Fund and for technical 
assistance. 

3. The foreign aid program must be shaped to take full and realistic account 
of the economic capability of the recipient countries. We are therefore grati- 
fied that last year Congress authorized the new Development Loan Fund to 
make loans at relatively low interest rates. We urge that this authorization 
be continued, consideration should be given to further reduction of interest for 
some development loan projects. In addition, we recommend that funds be 
made available for grants not only for technical assistance but also for projects 
launched in the first stages of economic development when none of the under- 
developed countries’ own resources can be spared for repayment of loans. 

4. The benefits of the economic development programs which are aided by 
United States economic assistance should be widely distributed among the people 
of the underdeveloped areas. We would urge particularly that minimum labor 
standards be required on all projects undertaken with economic assistance funds. 
In line with the principle established in the Benton-Moody and Thye amend- 
ments to earlier Mutual Security Acts, we urge that encouragement be given to 
development of strong democratic institutions such as trade unions and coopera- 
tives in the underdeveloped countries as an integral part of the overall economic 
development program. 

5. The success of the United Nations specialized agencies indicates that in- 
creased consideration should be given to possibilities for channeling economic aid 
and technical assistance through international agencies. We welcome the favor- 
able action by the U. N. on the United States proposal for a $100 million fund 
to finance a broader multilateral technical assistance program and urge that the 
Congress authorize the necessary funds to permit full participation by the 
United States in this worthwhile effort. However, we regret that the United 
States opposed a broad proposal approved by the U. N. Economie and Social 
Council which would have made grants and loans for economic development to 
underdeveloped countries where funds from other sources were not available. 
We would suggest that this decision be reconsidered and that the United States 
join with other nations in promoting this type of broad multilateral assistance 
to economic development. Increased use of the multilateral approach is in the 
best interest of the United States for it will spread the burden of economic aid 
to other countries to the extent of their capabilities. 


CONCLUSION 


An effective mutual security program attuned to the recently awakened aspira- 
tions for growth in the underdeveloped countries is essential for the welfare 
and security of our own Nation and for the strength of the worldwide forces of 
freedom and democracy. Tangible demonstration this year that the United 
States will take determined action to help these people fulfill their hopes for a 
better life will immeasurably enhance the unity and purpose of the nations of 
the free world. Such actions on our part would do much to thwart the deter- 
mined efforts of the Soviet rulers to lure into their camp hundreds of millions 
of people in the underdeveloped countries. 

The AFL-CIO urges, therefore, that this committee recommend to the Con- 
gress extension of the mutual security program with sufficient funds, authority, 
and scope to assure a long-term, continuing, effective, foreign aid program as an 
essential part of the Nation’s total foreign policy. 


AFL-CIO SUPPORT OF MUTUAL SECURITY PROGRAM 


Mr. Booxstnper. The AFL-CIO support for the mutual security 
program was clearly set forth in a resolution adopted at our last meet- 
ing of the executive council of the AFL-CIO, and the basic philosophy 
behind it is summarized in a couple of perey tate which I would like 


to read into the record if I may, and then the statement does contain 
the full text of the resolution in the appendix. 
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The council statement says in part: 


The welfare of more than a billion people just beginning to aspire to a better 
life as well as the welfare and security of our own Nation provide compelling 
reasons for the United States to improve and expand our program of assistance 
to underdeveloped areas. 

The assistance our country gives to fostering sound economic growth in under- 
developed countries can help to strengthen freedom and democracy and weaken 
forces of Soviet totalitarianism. Unfortunately, we have been lagging in our 
foreign aid efforts while the Soviet rulers, utilizing foreign aid as an effective 
political weapon, have greatly expanded their financial commitments to under- 
developed areas. 

We must meet this challenge by expanding our foreign aid program and gearing 
it to the need and aspirations of the peoples of the underdeveloped areas. 


(The statement referred to is as follows :) 


STATEMENT OF THE AFI-CIO Executive CouNctit ON ForeEIGN Economic Po.icy, 
FEesruary 8, 1958 


The economic policy of the United States in the international arena must be 
attuned to the welfare and security of our own Nation and the economic require- 
ments and aspirations of the peoples of the free world. Our leadership of the 
democratic forces of the world and our own national security require that in 
our economic policies the United States must not turn its back on the rest of 
the world. 

Americans must realize that we cannot build our own prosperity and security 
in economic isolation. In our economic, no less than in our political, decisions, 
we must recognize the growing interdependence of the people of the free world. 
Economic cooperation among the nations of the free world is essential to advance 
the welfare of humanity and to meet successfully the growing challenge of Soviet 
imperialism. 

The role our Nation will play in economic development of the free world will 
be determined in large measure during the present session of Congress when the 
Congress considers two major issues—extension of the reciprocal trade program 
and additional authorization for foreign economic aid. 


RECIPROCAL TRADE 


The Reciprocal Trade Act, scheduled to expire on June 30, 1958, should be 
extended for a period of at least 5 years. In extending the Reciprocal Trade 
Act, Congress should give the President meaningful authority to negotiate on a 
multilateral basis further reductions in tariff duties. Moreover, the President 
should continue to have the authority in so-called escape-clause proceedings to 
pass on the recommendations of the Tariff Commission in order that considera- 
tion will be given to all aspects of national interest. 

Organized labor has generally supported the reciprocal trade program from its 
very inception nearly 25 years ago, and we continue to support it now. We insist, 
however, that since our tariff and trade policy is a national policy adopted in 
the interest of the entire Nation, it is the responsibility of the Federal Govern- 
ment to reduce the hardship of those adversely affected by increased imports 
resulting from reduced tariffs. We, therefore, call upon the Congress to incor- 
porate as an integral part of reciprocal trade extension the trade-adjustment 
bill (H. R. 1105 and 9505 and 8S. 2907) which would provide various types of 
assistance to workers, communities, and firms to make the necessary adjustment 
to the impact of increased imports. 

We also ask the Congress to establish as a fundamental objective of our inter- 
national trade policy the promotion of fair labor standards in international 
trade. In particular, the Congress should direct the President to seek in multi- 
lateral trade negotiations effective action by exporting countries to establish 
and maintain fair labor standards. 


FOREIGN AID 


The welfare of more than a billion people just beginning to aspire to a better 
life as well as the welfare and security of our own Nation provide compelling 
reason for the United States to improve and expand our program of assistance 
to underdeveloped areas. 
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Multilateral reduction of tariff barriers will open up new markets and expand 
economic opportunities for all free nations, industrialized and underdeveloped 
alike. But much more will be needed to pave the way for economic develop- 
ment of the less developed areas and to forestall the advancing Soviet economic 
penetration into these countries. 

The assistance our country gives to fostering sound economic growth in under- 
developed countries can help to strengthen freedom and democracy and weaken 
forces of Soviet totalitarianism. Unfortunately, we have been lagging in our 
foreign aid efforts while the Soviet rulers, utilizing foreign aid as an effective 
political weapon, have greatly expanded their financial commitments to under- 
developed areas. 

We must meet this challenge by expandng our foreign aid program and gear- 
ing it to the needs and aspiratons of the peoples of the underdeveloped areas. 
An effective program of foregn aid calls for : 

1. A long-term program, in recognition of the fact that economic growth is a 
long-term objective. This means that the Development Loan Fund authorized 
by the Congress last vear should be given permanent status. 

2. Ample funds for economic aid. Experts agree that the United States share 
of an effective program for economic assistance to underdeveloped countries is 
a minimum of $2 billion a year. Clearly, the $625 million requested by the 
President for the Development Loan Fund for the next fiscal year is inadequate 
even to begin to do the necessary job. We are dismayed that in the face of the 
growing Soviet threat, the President has requested for the overall foreign aid 
program for the next fiscal year less than he requested the Congress to authorize 
last year and less than is currently being expended this year. 

8. Aid for economic development should be in forms which are economically 
feasible for recipient countries. It is tragic that in recent weeks a number of 
countries have turned to the Soviet Union for development loans simply because 
the financial terms they offered were more desirable than ours. The United 
States must make available long-term, low-interest loans consistent with the 
economic capacity of recipient countries to repay, as well as grants for technical 
assistance and for projects launched in the first stages of economic development. 

4. Increased emphasis should be directed toward channeling economic aid 
through international agencies to make grants and loans to underdeveloped 
countries where funds from other sources are not available. 

5. The benefits of the economic development program should be widely shared 
by the peoples of the underdeveloped countries. In particular, positive en- 
couragement should be given to the development of strong, democratic institu- 
tions in the underdeveloped countries such as cooperatives and trade unions, as 
a fundamental part of the economic expansion program. 


UNITED STATES ECONOMIC RECESSION AND THE MUTUAL SECURITY PROGRAM 


Mr. Chairman, I would like to take a minute to discuss very frankly 
with you a very special problem that has been created in recent months, 
which we believe that, as the spokesman for the laboring people, I 
should comment on. 

In addition to all the other outworn arguments against foreign aid 
or mutual security, it is now being suggested that at this time, when 
we are faced with a domestic recession, we ought to cut down our pro- 
gram, and it is alleged we ought instead to do something “for our 
own people.” oT Er 

It is important to note that this comment comes primarily from 
people whose record for doing things on behalf of our own people is 
not particularly good, and we would suggest most respectfully but 
most strongly to them—and I am not referring alone to Members of 
the Congress, but to spokesmen throughout the country—that, if their 
concern for the people in this economic recession is so very serious, 
they can demonstrate that by either casting their votes or indicat- 
ing support for such things as increased unemployment insurance, 
taxes, a real public works program, and a whole host of things. 
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There are ways of demonstrating concern. We must not confuse 
the problem of a local recession, a domestic recession, with our con- 
tinuing needs in the foreign aid field. It is almost embarrassing to 
make the next observation, but it is relevant, nevertheless. 

We support the mutual security program because it is worthy of 
support ause it is needed in our total battle for world freedom. 

ut the fact of the matter is that this would be the worst possible 
time for domestic reasons to cut down our mutual security program 
because it is a fact that the record demonstrates that 80 cents out o 
every dollar appropriated in this program has provided jobs for 
American workers, a total of 600,000 workers work in activities re- 
lated to our mutual security program. 

So the current recession not only is not a reason for cutting down 
our mutual security program, but it is a particularly convenient addi- 
tional reason for continuing the program. 


IMPORTANCE OF AIDING ECONOMIC GROWTH OF UNDERDEVELOPED COUNTRIES 


We indicate in our statement that America cannot turn its back on 
the aspirations for a better life of hundreds of millions of people in 
underdeveloped countries and still maintain the leadership of the 
forces of freedom. Studies that have been made, many at the request 
of Congress, indicate that our share of economic assistance to the 
free A uncommitted world should come to about $2 billion a year, 
and we come nowhere near meeting this. 

‘Chere is every evidence that the funds which have been made avail- 
able, and even the additional amounts requested by the President this 
year, are extremely inadequate. If the $625 million requested by the 

resident for the Development Loan Fund becomes available, that is 
if the Appropriations Committees and if the Congress does in fact 
approve the $625 million for the next year, that amount plus the $300 
million authorized last year will amount to a total of $925 million. 

Compare this amount with applications amounting to a billion and 
and a half dollars which have already been made to the fund in only 
two-thirds of one fiscal year. 

This means that many projects urgently needed to provide the spark 
for economic growth in the underdeveloped countries simply cannot 
be undertaken unless the United States makes more funds available 
or unless the underdeveloped countries can obtain the funds they 
need elsewhere. 

The elsewhere means, of course, that they will turn increasingly to 
the Soviet bloc for this kind of assistance. If the United States fails 
these countries, they will seek help wherever they can get it. 

Our statement contains some observations about the Soviet drive 
in this area, and we conclude the section by saying that there can be 
no doubt that the Soviet Union will step up its economic assistance 
program, especially if the United States should leave a vacuum which 
the Soviet rulers feel they can fill. 

Clearly it is in the interest of the United States to block the devel- 
opment of strong economic bonds between the Soviet Union and the 
still free nations of the world. 
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MISTAKES IN ADMINISTRATION OF AID PROGRAMS 


Now in recent months there has been a crescendo of criticism of this 
program. 

It always happens in the springtime where cases are found, can 
be found, of specific mistakes which the administration of this pro- 
gram has resulted in. 

We do not have any special knowledge about all of the alleged mis- 
takes. We are satisfied from a reading of the documents submitted 
by the ICA that in many cases these alleged mistakes simply never 
had been made, and in other cases there were explanations for them, 
but there have admittedly been mistakes. But we plead that the 
“baby should not be thrown out with the bath.” We in the labor 
movement have for years been critical of aspects of this program. 
In the earliest years of the Marshall Plan, we had basic criticism 
of the orientation, the failure of workers to share in the improve- 
ments. But we never concluded from this that the program should 
be thrown out. 

Everyone of our executive departments has a record of some mis- 
takes. Our trade union movement has a record of mistakes. 

We do not urge the destruction of the labor movement or the 
executive departments. We ask for a sense of proportion. Of 
course, the Congress should take every step to correct mistakes that 
are made, but this must not reflect upon the basic purposes of the 
program and the value of the program. 


NEED FOR DIFFERENT TYPES OF ASSISTANCE 


Now we have on pages 6 and 7 a summary of our specific recom- 
mendations and I will run through them very, very quickly. 

One, we recognize that the mutual security program encompasses 
several types of assistance and must continue to do so. 

We recognize the need for both military assistance and defense 
support. And, of course, we know that the experts can present ade- 
quate documentation in support thereof, but regardless of decisions 
that may be made regarding the requirements for these programs, 
they must not be permitted to detract from adequate support for an 
effective program of economic and technical assistance to the underde- 
veloped countries. 


NECESSITY FOR ADEQUATE AID PROGRAM 


Two, every relevant consideration, our own domestic economic con- 
sideration, minimum requirements to assure economic growth in the 
underdeveloped countries, the urgent need to enhance the welfare 
and security of the free world, all emphasize the necessity for an 
adequate foreign aid program. 

We therefore urge the Congress to authorize substantially larger 
amounts for the Development Loan Fund and for technical assistance. 


ECONOMIC CAPABILITIES OF RECIPIENTS 


Three, the foreign aid program must be shaped to take full and 
realistic account of the economic capability of the recipient countries. 
In this case we applaud especially the Development Loan Fund. 
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DEVELOPING TRADE UNIONS AND COOPERATIVES IN UNDERDEVELOPED 
COU NTRIES 


Four, the benefits of the economic development programs which 
are aided by United States economic assistance should be widely dis- 
tributed among the people of the underdeveloped areas. We cannot 
stress that too much. We would urge particularly that minimum 
labor standards are required on all projects undertaken with eco- 
nomic assistance funds. 

In line with the principle established in the Benton, Moody, and 
Thye amendments to earlier Mutual Security Acts, we urge that 
encouragement be given to development of strong democratic insti- 
tutions such as trade unions and cooperatives in the underdeveloped 
countries as an integral part of the overall economic development 
program. 


CHANNELING AID THROUGH INTERNATIONAL AGENCIES 


Lastly, the success of the United Nations specialized agencies in- 
dicates that increased consideration should be given to possibilities 
for channeling economic aid and technical assistance through inter- 
national agencies. 

We welcome the favorable action by the United Nations on the 
United States proposal for a hundred-million-dollar fund to finance 
a broader multilateral technical assistance program and urge that the 
Congress authorize the necessary funds to permit full participation 
by the United States in this worthwhile effort. 

However, we regret that the United States opposed a broad pro- 
posal approved by the United Nations Economic Council which 
would have made grants and loans for economic development to un- 
derdeveloped countries where funds from other sources were not 
available. 

I believe I have taken my 10 minutes, Mr. Chairman. I thank you 
very much. 

The Cuarrman. Yes, you have, and thank you for observing it. 

I want it distinctly understood, because the time is limited to 10 
minutes, that that is just for the oral presentation which is often 
supplementary to the prepared statement. All of the information 
submitted, whether oral or written, will receive consideration by the 
committee. 

Thank you for your appearance. 

Mr. Booxsrnper. Thank you. 

The Crarrman. The next witness is the representative of the Amer- 
ican Veterans Committee, Mr. Kenneth M. Birkhead. 


STATEMENT OF KENNETH M. BIRKHEAD, AMERICAN VETERANS 
COMMITTEE 


Mr. Brrxneap. Mr. Chairman, we have a brief statement stating 
our support for the mutual security bill, and with your permission, 
and I know you have many witnesses today, we will be glad to submit 
it for the record and let you move on to other witnesses. 

The CuatrmMan. Very well. 
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(The statement referred to is as follows :) 


STATEMENT BY KENNETH M. BIRKHEAD, EXECUTIVE DIRECTOR, AMERICAN 
VETERANS COMMITTEE 













The mutual security program for 1959 will cost each American less than the 
price of having the daily newspaper delivered to his home. The American 
Veterans Committee, an organization of veterans of World War I, World War 
II, and Korea, feels this is a small price to pay for benefts of the program. 
We believe that this is a position which would be taken by the majority of the 
veterans of the Nation if they knew the facts and studied the matter carefully. 

The mutual security program is good for America. Secretary Dulles has 
already given this committee figures on the number of United States workers 
who are employed in producing the goods and services under the program. But 
there is more than this. The mutnual security program is good for America 
because it is the means whereby the people of this Nation can assist those in 
the world who are struggling to achieve a decent standard of living and estab- 
lish and strengthen their positions as free, independent, and self-reliant members 
of the world of nations. 

But the program is more. It is an important part of the structure of peace. 
The American Veterans Committee is an American affiliate of the World Vet- 
erans Federation, an organization of veterans groups in 36 nations of the world, 
with 20 million members. The Seventh General Assembly of the World Vet- 
erans Federation was held last fall in West Berlin. Delegates from AVC dis- 
cussed world problems with the veterans from the other 35 nations. The 
delegates from these foreign nations were unanimous in their praise for the 
mutual security program and what it has accomplished. These veterans from 
foreign nations stressed the importance of mutual security at this time when 
the Russians were expanding their attempts at economic infiltration. 

These veteran leaders stated that any evidence from the United States that 
it was diminishing mutual security or was losing faith in its accomplishments 
would be a blow to them and would make it increasingly difficult for them to 
continue following United States leadership of the free world. 

In all cases they laid particular stress on the importance of the economic 
aid features of the program as an adjunct to improving their own standards 
of living and of providing them with the means to carry forward the building 
of new societies in the social upheaval which is going on in many parts of the 
world as new nations arise and old nations are freed from their masters. The 
growth we help to provide in these nations will not mean new competitors for 
us, but stronger friends, able to resist the encroachments of communism, and 
eventually healthy nations that will want to buy and trade with United States 
business and industry. 

The American Veterans Committee believes that the administration proposal 
before Congress for the mutual security program for 1959 should be the minimum 
Congress supports. 


The Cuairman. The next witness is the representative of the United 
Auto Workers, Mr. Victor D. Reuther. 






























STATEMENT OF VICTOR G. REUTHER, UNITED AUTO WORKERS 





Mr. Revrner. Thank you, Mr. Chairman, for the opportunity of 
testifying once again in support of the mutual security appropriation 
request. 

I would like to leave with you a formal statement which I should 


like to have entered into the record and then just briefly summarize 
the position of our organization. 
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(The statement referred to is as follows :) 


STATEMENT BY VICTOR G. REUTHER, ADMINISTRATIVE ASSISTANT TO THE PRESIDENT, 
UAW, IN Support oF AUTHORIZATIONS FOR MUTUAL SECURITY APPROPRIATIONS 
AND Economic Arp, INCLUDING FUNDS FOR THE SPECIAL UNITED NATIONS FuND 


FOR ECONOMIC DEVELOPMENT 


As in former years, we support and urge the authorization and appropriation 
by Congress of the full amounts the administration has requested for inter- 
national economic aid and cooperation directly and increasingly through the 
United Nations. But, in doing so, we again want to point out that the scope, 
purposes, terms and amounts proposed seem too little. They expose us and the 
other nations of the free world to the danger of being too late. 

We risk being pulled into the position, not of helping underdeveloped coun- 
tries because such help is called for in the United Nations Charter, and is in 
the common interest of human well-being and peace, but because fear drives 
us to compete with Communist expansionism, spotting our aid here and there to 
checkmate Communist offers and paring down such aid whenever we think it 
safe, in terms of Communist competition, to do so. 

Such so-called economy and spotty coverage will continue to cost us dearly in 
terms of time and space lost to Communist expansionism as it steps up its 
search for openings for economic penetration. 

As suggested later in our statement, we should be directing our efforts in- 
creasingly to and through various agencies of the United Nations, thereby chal- 
leging the Soviet dictatorship and its satellites to lay their money, credits, and 
technical assistance out on top of the U. N. table, pooling them with ours and 
others for administration by multinational missions.’ 

The economic situation within the United States makes even more imperative 
that the United States share its resources in a long-term program of economic 
aid for the underdeveloped regions of the world. Increased economic aid means 
greater purchases of United States goods and services, increased production 
and more jobs for United States workers, more than 5 million of whom are now 
unemployed while other millions are on short time. And while we are con- 
cerned with the impact domestically of the downturn which has occurred here 
in the United States, we must be ever conscious of the far greater impact which 
declines in our economy have throughout the world and particularly in the under- 
developed areas. Recession here can mean catastrophe in countries selling us 
raw materials. 

For 8 years we have urged a massive program of international economic co- 
operation—a positive peace offensive—that would get the free world off the de- 
fensive budget-balancing dime, away from hangnail policies of trying to offset 
Soviet moves in economic penetration after they have been made or threatened 
and which would do for the economically underdeveloped countries of the world 
what the Marshall plan did for Europe. We have urged that the United States 
ean and should afford to contribute up to 2 percent of our gross national prod- 
uct to such a peace offensive, against poverty, hunger, ignorance, disease and 
insecurity, the conditions on which communism and other forms of totalitari- 
anism feed, breed and come to power. 

Our present efforts, when measured against the world challenge of Com- 
munist penetration and expansion, are often too late and too little, too grudging, 
too rigidly tied to the readiness of recipients to fall into line with our policy 
of military alliances. 





1 We attach to our statement excerpts from the U. N. committee report which 4 years 
ago spelled out the reasons why such missions can do a better job than any single-nation 
mission (appendix A) and delineated the size of the dveelopment job to be done 
(appendix B). 

We also attach an excerpt from Chester Bowles’ recently published book, Ideas, People, 
and Peace, in which he argues for routing our assistance through the United Nations and 
says we should end our opposition to the establishment of a Special United Nations Fund 
for Economic Development (SUNFED), which we and the Russians have blocked (appendix 
C), and a statement by Wallace J. Campbell, director of the Washington Office of the 
Cooperative League of the United States of America, arguing that we can more than double 
our investment in international economic development by contributing to SUNFED (ap 
pendix D). Mr. Campbell uses $80 million as the United States share of the $250 million 
suggested earlier as the initial amount needed to start SUNFED. 3ut his argument 


applies equally to the larger figure of $400 million to $500 million which, as noted below, 
the United States State Department now says is the least amount SUNFED should have in 
order to start operation. 
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A long-term program of economic aid to the underdeveloped regions should 
be separated from military and defense support assistance. We should take the 
initiative in proving our willingness to make the development of backward areas 
a matter of human rights and economic necessity. We in the American trade 
union movement have long felt that support for the Special United Nations Fund 
for Economic Development, SUNFED, would provide such an initiative. Un- 
fortunately, the United States has not yet seen the value of supporting such a 
program ; instead, the United States State Department has actively campaigned 
agains the SUNFED resolution among our friends in the United Nations, using 
what is to the underdeveloped have-not nations the incredible plea of poverty. 

This challenge is now being made more acute by another widening gap, between 
falling prices of raw materials produced by the economically underdeveloped 
countries and rising prices of manufactured goods they need and would like 
to buy from us and other industrialized countries. And, on top of this, the cost 
of money—the interest rate—charged by the industrialized countries, ineluding 
the United States, is about 100 percent above the 2%4-percent rate given Syria 
by the Soviet bloc. This rate was dangled before other economically under- 
developed nations by the Soviet representatives in the last session of the United 
Nations during the debate on the SUNFED proposal for the establishment of 
a U. N. Economic Development Fund and the United States substitute proposal 
for $100 million fund for still further surveys and training, pending a time when 
we could afford our share of a $400 million to $500 million fund to start the 
real job of economic development. 

The cost of the war in Korea was used as a reason for postponing such a 
program. Since then, the excuse has been the cost of the arms race; we were 
told economic development was a postponable item; we were told we could not 
afford to help until the peak need had passed ; we were told any hope for signifi- 
cantly larger expenditures for economic aid programs must wait until after 
international disarmament is an actual fact. 

Year after year the administration has asked for dangerously less than enough 
to do the job; year after year Congress has cut those requests; year after year 
the Soviet dictatorship and its satellites have continued to take advantage of 
our temporizing with what the United Natiens call the most serious economic 
problem in the world today, the continually widening gap in per capita income 
between the industrialized and the nonindustrialized countries of the world. 

In these circumstances, we renew with even greater urgency the proposal 
made year after year by the International Confederation of Free Trade Unions 
and our own AFL-CIO unions, that the United States lift its veto against U. N. 
action to assist in the economic development by providing grants and loans for 
what is called non-self-liquidating investments in the social and economic infra- 
structure that must be in place or in sight before public and private investment 
for profit will go to work on a scale large enough to halt and reverse the widening 
gaps already described. 

Last fall, shaken by the Soviet launching of the sputniks and the shattering 
of windows in United States Embassies in Taipei and Athens after years of 
heavy unilateral and economic assistance, the State Department moved a sub- 
stantial distance toward recognizing the usefulness of U. N. action in economic 
development. Faced with the annually renewed recommendation by a majority 
of U. N. member nations that the SUNFED idea be put to work, the United States 
proposed the substitute already described. It was offered on a take-it-or-leave-it 
basis, with a blunt notice that the United States would not vote for or con- 
tribute to the U. N. economic development fund recommended by the majority 
of U. N. members. We, the richest nation on earth, with a gross national prod- 
uct of $435 billions, again pleaded poverty, declaring our inability to put up our 
portion ($133 to $166 million) of the $400 million to $500 million fund which 
we said was the least that would do a worthwhile job in meeting the admitted 
massive need for economic development. 

After debate lasting several days in which some 32 member nations clung to 
the need for a U. N. economic development fund, but faced with the United States 
veto, pleaded for a compromise, the U. N. Assembly on December 14, 1957, did 
adopt a compromise resolution. While endorsing the $100 million survey and 
training fund, it aiso kept alive the SUNFED idea, stipulating that it would be 
put in effect whenever we and the other “have” nations decide we can afford 
to put up our share. 

President Eisenhower's request makes no reference to U. N. economic develop- 
ment. Instead, in the words of the New York Times, it makes a petty cash request 
for $20 million as our share of an initial fund to get the survey and training pro- 
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gram underway. It attempts to duek the issue of economic development by 
offering more surveys and more training to nations who have already $1 billion 
in needed projects on file with the International Cooperation Administration 
and who already have some personnel trained and with burning ambition but no 
facilities, no plants, no equipment with which to go to work. Such a program 
of delay and frustration tends to give the initiative, however, unintentionally, 
to Communist offers of increasing amounts of machinery, economic aid, technical 
missions to the governments of underdeveloped countries determined to increase 
the per capita income of their people. 

Senator Monroney’s recent proposal for a second World Bank is an attempt to 
meet the gap between technical preparation and actual investment in profit- 
making enterprises, but as the New York Times suggested in commenting upon 
it, he does not go beyond soft loans to the grants that in many instances are 
needed, just as grants were needed for the success of the Marshall plan. 

We urge that the Congress examine for itself the often renewed recommenda- 
tions of a majority of the member nations of the U. N. for a Special Fund for 
Economic Development and that it provide in the 1958 Mutual Security Act and 
appropriations for a United States contribution of our share of the sum needed 
to put an Economic Development Fund to work without further costly delay. 

I should also like to suggest that the Foreign Relations Committee cooperate 
with the Senate Labor and Public Welfare Committee in using the current 
interest in overcoming our education deficits to develop a system of education 
that will meet the challenge in the present dimensions, involving the issues of 
freedom or communism, peace or war. We must make certain that our develop- 
ing human resources match the material goods we propose to make available 
to a needy world. As part of a boldly expanded economic aid and technical 
assistance program, and a rounded program to wipe out our shocking education 
deficits in terms of classrooms, teachers’ salaries, and high-school and college 
scholarship aid, we could establish a system of scholarships which would give 
100,000 of our most promising graduates opportunity, if need be in lieu of mili- 
tary service, of joining an enlistment for peace for a period of 1 year longer 
than the time required for military services. They would be trained in the 
fields of their choice and would be given an opportunity to use their abilities and 
skills taught in our educational institutions in a worldwide effort to raise the 
standard of living. 

These young volunteers for peace, trained in the languages, cultures, and tech- 
nical skills required, would constitute a human reserve from which the United 
Nations and the underdeveloped areas could draw in fighting communism, hun- 
ger, ignorance, and disease, the positive side of the struggle against tyranny, 
old and new. 

The more young Americans we can make available throughout the world as 
technical missionaries with slide rules, with medical kits, with textbooks, to 
fight communism on a positive basis, the fewer young Americans we will need to 
send with guns and flamethrowers to fight communism on the battlefields of the 
world. The kind of education program we here suggest would make it possible 
to enlist thousands of young Americans in the rewarding struggle to win the 
peace. 

These trained and experienced young men and women would be a rich source 
of manpower for our State Department and other foreign service agencies. 

In regard to the most fundamental resource of all, food, we propose the 
establishment, under the auspices of the United Nations, of regional granaries 
for the storing of world agricultural surpluses. These surpluses would consist 
not only of the foods, grains, and fibers which are available in surplus supply 
but also include the tools, the tractors, the combines and the agricultural im- 
plements which, shared on a regional basis, could help raise the nutritional stand- 
ard in that region of the world. Thus, it will be possible to supplement the exist- 
ing and traditional agricultural markets with supplies from regional granaries, 
thus assuring an actual increase in levels of food consumption. 

Another area of current interest is in the application of the new developments 
of science. We can and we must develop a breakthrough in the application of 
new techniques in science for the purpose of raising the standard of living of 
people. It is not enough for the West to apply the great advances in sciences 
to their military potential. Unless the United States more vigorously applies its 
knowledge and know-how to the peaceful uses of the atom, the pledge and the 
hope of the atoms-for-peace program will fall flat. We can develop this science 
to bring benefits to even the most unskilled if we apply our scientific know-how as 
vigorously to the peaceful use of the atom as we have to its military application. 
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For example, relief from the present tensions can be brought to the arid and ex- 
plosive Middle East if our existing technology is used to bring an increasing 
supply of fresh water by purification of sea water. 

This is the way to regain our lost standing and leadership among the free and 
uncommitted member nations of the U. N. and to make real progress of the vital 
job of mutual security on which, as President Bisenhower has said, survival 
of freedom depends. 


APPENDIX A 


THE CASE FOR INTERNATIONAL ECONOMIC COOPERATION 


The case for international economic cooperation, including such undertakings 
as SUNFED (Special United Nations Fund for Economic Development) has 
never been better put than in the report to the U. N. by Mr. Raymond Scheyven 
of Belgium in 1954, recommending the establishment of SUNFED. After describ 
ing the dangers inherent in the widening gap between the “have” and “have not” 
nations (the developed and the underdeveloped nations) and the urgent need 
for action to begin to close the gap by improving the economies and raising the 
standards of living in the underdeveloped countries, that report told why an 
international agency can best handle the difficult and delicate job of assisting 
underdevoloped countries without seeming to infringe upon their sovereignty : 

“While external aid is necessary, it can never play more than a supporting role. 
The introduction of capital goods and the presence of technicians are indeed 
essential, but are not sufficient in themselves to bring about progress. Economic 
development is not imported ‘prefabricated’ from abroad, but is achieved on the 
spot by dint of a courageous and intelligent policy. 

“In many underdeveloped countries the way to progress must be opened by 
abandoning ancient prejudices and archaic customs, adapting social and legal 
institutions, suppressing barriers of caste or race and doing away with political 
and social privileges which serve the interests of a minority at the expense of the 
general welfare. Economic progress is possible only if those in authority desire 
it and accept its political and social consequences. 

“As part of the necessary financial aid must take the form of grants, the in- 
dustrialized countries must have recourse to taxation. Before this source of 
finance can be tapped, the taxpayers must be convinced of the value of the 
sacrifices asked of them. Their efforts must not be compromised by bad political 
management and the tax they pay must not be a substitute for the taxes that an 
enormously wealthy ruling class, indifferent to the poverty of its fellow citizens, 
might be unwilling to pay. 

“It is therefore necessary to introduce structural reforms, while maintaining 
full respect for the sovereignty of the underdeveloped countries. It might be 
easier to carry out such structural reforms through an international organization, 
which is in a better position to spare national susceptibilities. The intervention 
of any one country in reforms of this nature would be a very difficult matter, as is 
illustrated by the reactions which have been aroused whenever lending countries 
have sought to make their investments conditional upon stipulations which 
the borrowing countries regarded as infringements of their sovereignty.” (From 
Scheyven report prepare in pursuance of General Assembly Resolution 742B 
(viii) ; General Assembly, official records; ninth session (1954), Supplement No, 
19 (9/2728, p. 8.) 


APPENDIX B 


THE NEED FOR SUBSTANTIAL INVESTMENT OF FOREIGN CAPITAL 


“United Nations experts have endeavored to estimate the amount of capital 
which would be required to effect an adequate improvement of the standard of 
living in the underdeveloped countries. They themselves emphasize that their 
figures are approximate and are to be regarded as little more than an indication 
of order of magnitude. Such estimation, moreover, is rendered especially diffi- 
cult by the necessity of making assumptions and by the inadequacy of statistical 
information. 

“According to their calculations the amount of capital needed each year to 
raise the national per capita income in underdeveloped areas by 2 percent per 
annum would be something like $19 billion. About $5 billion of this could be 





604 MUTUAL SECURITY ACT OF 1958 


provided by domestic savings. A deficit of $14 billion a year would thus remain 
to be met. 

“Even bearing in mind that better methods of increasing and utilizing domestic 
savings could be applied in the underdeveloped countries and that such savings 
tend to increase as the standard of living rises, the experts estimate that a 2 
percent increase in national per capita income is out of the question unless more 
than $10 billion of capital, $3 billion of which would be grants, is imported 
annually. 

“The experts consider this contribution of $10 billion to be within the capa- 
cities of the economically developed countries, for it represents some 2 percent 
of the national income of the countries of Western Europe, Australia, the 
United States of America, and Canada, the total income of which amounts today 
to some $500 billion. 

“See Measures for the Economic Development of Underdeveloped Countries— 
Report by a Group of Experts Appointed by the Secretary-General of the 
United Nations, United Nations publication, sales No. 1951.11.B.2, pars. 245 and 
246.” (From Scheyven report prepared in pursuance of General Assembly 
Resolution 724B (viii) ; General Assembly, official records, ninth session (1954), 
Supplement No. 19 (9/2728), pp. 7-8.) 


APPENDIx C 
BOWLES URGES SUPPORT FOR SUNFED* 


As much of our assistance as possible should go through the United Nations. 
I believe that we should end our opposition to the establishment of the Special 
United Nations Fund for Economic Development (SUNFED), which we and 
the Russians have blocked. 

In explaining our opposition before the United Nations we have asserted that 
we will support such an effort only after a disarmament agreement is reached 
with the Soviet Union. But doesn’t this put the cart before the horse? Sub- 
stantial progress on disarmament, a genuine easing of the cold war, and the 
ultimate abandonment of Lenin’s old dream of Communist world revolution 
will become possible only as the Kremlin becomes convinced that the free nations 
of Asia, Africa and Latin America have the capacity to remain free. 

By holding back on economic development we are fostering Soviet hopes that 
the non-Communist countries will politically disintegrate and fall under their 
influence. To this extent we are making both disarmament and peace more 
difficult to obtain. Our policies may thus be said to have been operating in 
reverse. 

APPENDIX D 


UNITED NATIONS MORE THAN DOUBLES UNITED STATES DOLLARS ” 


United States contribution of something less than 50 percent of SUNFED 
would bring us double the results, dollar-for-dollar, that we would get from the 
same amount of investment in development funds used bilaterally because other 
participating countries would more than match our contribution. ‘The starting 
funds for SUNFED, as most recently described at the United Nations, would 
eall for a United States contribution of about $80 million, which, as we say, is 
only a small fraction of the amount requested by the administration for develop- 
ment funds in our own bilateral program. The SUNFED proposal has the enthu- 
siastic support of almost every country in the United Nations except the United 
States, Great Britain, the Soviet Union and the satellite countries. For reasons 
which are obvious to you the Soviet Union is not eager to have development pro- 
grams carried forward by the United Nations. The U.S. 8. R. puts a prominent 
price tag on everything it does. It wants to get full credit for all the economic 
development funds it spends in the “cold’’ or “luke-warm” war. In sharp con- 
trast, the United States has every reason to move forward in taking the leader- 
ship in a UN development program. Nothing would give greater evidence of our 


1 Chester Bowles, In Ideas, People, and Peace, Harpers, 1958. < 
2From statement by Wallace Campbell, director, Washington office of the Cooperative 
League of the U. 8. A. 
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own intense belief in the principles back of the United Nations than to use a 
small part of our resources for development through this United Nations channel. 
For those who are concerned about possible control by the borrowers, we might 
consider using the same administrative machinery in SUNFED that we used in 
the World Bank. 


NEED FOR LEADERSHIP EQUAL TO THE CHALLENGE 


Mr. Reutnuer. We have been privileged now for some 8 years to 
speak in support of the requests for appropriations for the mutual 
security program, and each time we have rine the observation that we 
felt both the administration and the Congress has not stepped up to 
its full responsibilities and obligations in ‘this field, that the scope of 
the program and the amount of the fund they were requestin fell far 
short of what our obligations are to meet the challenge which the ad- 
ministration and the Congress indicated was always pr resent. 

We believe that it is time that our country act more out of faith 
and hope than out of fear. 

It is not a fire department we are operating, seeking to rush around 
the tog utting out brush fires which C ommunist intrigue might 
ignite. 1at we have to do is to gear this very s significant program 
to meet a needs and the hopes and the : aspirations of some billion and 
a half people who want to enjoy some of the benefits and some of the 
fruits of modern technology and some greater degree of security in 
their lifetime. And to those nations and to those institutions which 
give leadership in this direction will come the loyalty and support 
of these billion and a half people whose decision in this area is crucial 
to the maintenance of freedom and free institutions in the world. 

We believe that the leadership we are giving is not equal to the 
challenge. 

We speak so often about the decisions in this area being as crucial 
as those in the military area, but our actions do not bear out this 
belief and this conviction. For even the present appropriation 
which is requested, nearly $4 billion, the overwhelming percentage of 
it is for military and defense support items, and less than $1 billion 
is really for economic aid and technical assistance. 


SEPARATION OF ECONOMIC AND MILITARY AID 


It is the belief of our organization, and this is a belief we have 
expressed repeatedly, that this country of ours can well afford to ear- 
mark some 2 percent of our gross ni itional product for work in this 
field. We believe strongly that there should be a clear separation of 
economic aid and technical assistance from military and defense sup- 
port programs. We believe this because we are doing violence to our 
aims and our objectives by tying the two together. 

We are making it virtually impossible for the most crucial areas of 
the world because of their own internal political problems to associate 
themselves with the kind of aid programs which are so closely tied to 
military alliances and military assistance. 


EXTENDING ECONOMIC AID THROUGH INTERNATIONAL CHANNELS 


We believe also that it is time that our country recognize the fact 
that the overwhelming percentage of the recipient, the needy nations, 
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want us to join with other nations in the world in making this eco- 
nomic aid and assistance available through international channels 
rather than bilateral. We do not believe this should rule out com- 
pletely bilateral aid, but we believe that increasingly our emphasis 
ought to be in the direction of channeling this through international 
aid agencies, and we are sadly disappointed that our country, which 
has given leadership toward the creation of the United Nations, is 
not recognizing this responsibility of supporting the United Nations 
in the field of economic aid and assistance. We have repeatedly pled 
poverty, which is not true. 

When it comes to support of the important SUNFED program, 
during the Korean war we said because of other obligations we could 
not afford it, and then later we gave the excuse that we could only 
afford the some $80 million or at most $133 million which is our por- 
tion of the seed money needed to launch the program. We have said 
we could only afford that as we cut back on armament costs. This 
is not true, for we have demonstrated time and time again in our 
history that we can afford both national security, what is required in 
the field of pure defense measures and what is required to meet our 
moral and economic obligations in this field. 

And so we hope that our Government will take the lead in giving 
real tangible support to getting the SUNFED program off dead 
center and get it moving. I would hope that our country would not 
wait again to permit the Soviet Union to win still a further psycho- 
logical and propaganda victory by being the first major nation to 
put resources behind the SUNFED program. Too often we have 
thrown out bold new programs like the Atoms for Peace and we let 
it just lay on the table to wither and die and have not implemented it. 

Here is a chance for us to give bold leadership in an area that will 
capture the imagination, the support, and loyalty of a billion and a 
half people in this world, and this is important. 


NEED FOR TRAINING OUR YOUTH 


Mr. Chairman, I should like to suggest that we need more material 
resources. We need human resources if we are to meet our obliga- 
tions. We can train millions of young men to fight in distant battle 
fields, but we have yet to begin to train our youth to meet our national 
and international responsibilities in this field. 

I suggest recently in a public statement, and I should like to reiterate 
it, and express the hope, that your committee in association with other 
committees of the Congress will give consideration to our training 
100,000 of our best young men and women for service in the field of 
international affairs as technicians, as educators, as agricultural 
experts, and so forth. I have been associated somewhat with a pro- 
gram of training steel workers from India here in the United States, 
and I know from years spent abroad that the kind of technicians the 
Soviet Union is sending into the crucial areas of the world are such 
that they are more than armed with technical knowledge. They are 
skilled in a knowledge of the culture of the country where they are 
stationed, and the language that is spoken there. And why can we 
not train a hundred thousand of our best young men and women and 
let them dedicate themselves for 3 years of service abroad where they 
are needed, and if need be, let this be in lieu of military service. For 
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if service in this field is as fundamental to our national security and 
well-being as donning the uniform in one of the branches of the armed 
services, then let us give it that kind of recognition. 


USING FOOD SURPLUSES 


I would like to suggest also that food should be given its nee 
place in this worldwide struggle. We should no longer consider that 
the great surpluses we have are a curse upon us and be permitted to 
drag down the prices of the farm sectors of our economy. We ought 
to be willing to place that portion of our food surpluses, foods and 
fibers and also the tools with which we grow these foods, for the fields 
surrounding the agricultural implement plants of this country are 
filled with tractors produced as surplus that are rusting, and we have 
40,000 tractor workers who have been in chronic unemployment for 
years. Yet they plow with wooden plows in India, Burma, and else- 
where. Let us take these food surpluses and agricultural tools we have 
in abundance and make them available through the United Nations 
and the creation of a series of world granaries and let other nations 
be called upon to contribute their surpluses also, and let the needy 
nations draw not in lieu of their present supplies, so as not to disturb 
the existing markets of Canada or Burma. 

Let them draw upon these surpluses to increase, to augment their 
present living standards and their present food consumption. This 
would be a real contribution to the peace of the world. 


UTILIZING OUR TECHNICAL SKILLS 


And finally, we greatly underestimate the tools of abundance we 
will have in our hands. We have failed to recognize our leadership 
responsibilities in harnessing our current technical and scientific 
knowledge, harnessing it for the causes of peace as we have in creating 
the tools of destruction. 

We have talked of atoms for peace. But yet if we would take the 
technical skills and scientific knowledge already in our hands and 
apply this to providing electricity to the power-starved areas of the 
world, moving into the tense Middle East where a supply of fresh 
water carries with it more explosive qualities than any of Nasser’s 
political theories, if we could by making atomic reactors available 
in those areas convert sea water into fresh water, we could win a 
psychological blow for freedom that would outdistance the sputniks 
or anything the Russians have. I thank you, Mr. Chairman, for 
this opportunity. 

The Cuarrman. I thank you for your interesting and dramatic 
statement. I wish I could allow myself the privilege of asking ques- 
tions, and I have no doubt my colleague does, too, but I realize that 
any time I took in asking these questions, as interesting as the an- 
swers might be, is taken out of the time of somebody else who wants 
to make a general statement. I repeat that all the general statements 
as a whole will receive consideration. 

The next witness is the representative of the United States Arab- 
Asian Institute, Inc., Mr. Salem Bader. 
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Mr. Baper. Mr. C Emp good morning. It looks like again this 
year it is you and I. May I ask the name of the other Senator 
present / 

The Cuarrman. Will you please respond / 

Senator A1rKEN. My name is George Aiken. 

Mr, Baper. Mr. Aiken, I am glad to know you. 

The Cuatrrman. We are both from New England. 

Mr. Baper. I see. I regret that there are no more Senators pres- 
ent because several of them expressed the desire and the promise 
that they would be here. 

The Cuamman. Well, it is their loss. 

Mr. Baper. But it might be Easter week, and perhaps they all 
have gone home for the Easter holidays. 

Senator Aiken. I think we have to make a little correction here. 
I think most of them are in other committee meetings, because I 
have other committee meetings myself. I find it impossible to be in 
more than one place at a time, so we just have to divide ourselves up. 

I think the others are nearly all on the job. 

Mr. Baver. I am glad to hear that. 

The Cuarman, As the subject has come up, I am sorry to say I 
will have to leave before you have finished your statement. 

Mr. Baper. Is that so? “Well, anyhow, I have submitted a 20-page 
statement, Mr. Chairman, and I hope you will have the time to read 
it. I hope the other Senators will have the time to read it because 
there are a lot of provoking and challenging statements there. 

The Cuarrman. I hope they are not too provoking. 

Mr. Baper. Sometimes you have to provoke people to get them 
to do something. 


THE ASIAN PROBLEM OVERLOOKED 


I am not going to sit here and be presumptuous to go into the details 
of foreign aid and oppose it or anything of the kind. My criticism 
has been, if you will remember last year, is the implementation of our 
foreign aid program. Again I want to repeat that I hope this com- 
mittee will stress on the administration or whoever selects the person- 
nel who distributes our money all over the world and other goods, 
would select a more appropriate, more qualified people, people who 
know more about the countries and the people they are going to deal 
with. 

I noticed the previous speakers and they are very prominent men. 
They have talked about a billion and a half Asians. Recently I have 
noticed many, many native Americans have bec ome very concerned 
about the billion and a half Asians. I was born in Asia and I was 
born in the Middle East and I lived with Asians all my life, not all 
my life, but for 16 years, anyway. I have been talking about doing 
something toward the Asian and Middle East peoples for a long time. 
It has been my pet subject. The last 5 years that I have lived in this 
city I have made it my business and our organization’s business to 
warn this Government in high places plus m: ANY Senators in writing 
and in person about the Asian n problem. 
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I want to say that one of our failings has been since this foreign 
aid program was initiated in this program, is to concentrate too muc ch 
on Kurope and overlook the Asian problem. I am one of those who 
believe that there is very little anyone can do to save Europe. 

I believe Europe in the last 200 years has caused most of these situ- 
ations that we face in the world today, and I am glad to see more 
people even at this late date more interested in doing something for 
the Asian people. 

POSSIBLE LOSS OF ARAB WORLD 


I want to bring out another point. I talk to Asian diplomats every 
day, be that Arab or Indian, or Pakistanis and so forth, but I want to 
say that most of their complaints is not that we are not doing enough 
for them financially or giving them arms and ammunition or even 
food. 

I find what they want more from us is more of an understanding of 
their situation and more of a moral support and more of the United 
States creating an international political situation to where they feel 
that it is supporting them in more ways than the economic aid. 

I can talk for hours on the subject. 

The CHatrman. You can’t here today because we have other 
witnesses. 

Mr. Baper. But I am not going to. But I want to take these few 
minutes to emphasize that at this moment we are faced with the 
possible—and it is more than possible—loss of the Middle East, and 
particularly the Arab world. This is nothing to take lightly any 
more. It is nothing to put off any more. Iam not going to review 
the events of the last few weeks, which are very drastic, or the last 
year. 

UNITED STATES POLICY TOWARD NASSER 


Today we are faced with the situation that we must do something 
fast, dramatic, dynamic, and capture the imagination of these 60 
million Arabs who feel we have deserted them. I am not going to 
talk about our, shall I say, promiscuous support of the creation of 
the state of Israel and all that stuff. That is history, although it was 
wrong. But today we are faced with the situation where there is 
one man, namely President Gamal Abdel Nasser, who has captured 
the imagination of 60 million people, whether we like it or not. 

Ninety- five percent of them like him, love him, and are willing to 
stand with him. We have in the past pl: iyed along and bet on other 
individuals i in that part of the world. Now we find, ourselves, these 
main leaders don’t stand up. 

What I am going to bring out is this: That a change of policy to- 
ward this man, whether we like him or not, it is toward the people 
who want him. We must stop this willful deliberate alienation of 
the man, his program and what he stands for. 

Many people have called lately, in the last few days, and said, 
“Well, Mr. Bader, how can you champion his cause and make such 
demands when the man has just been invited to go to Russia?” The 
oe is that anything that Mr. Nasser has done with Russia or 

Czechoslovakia in the matter of getting arms or any sort of support, 
it is our policies that have driven him to it. In my statement you will 
find I recommend a drastic change of policy toward Nasser. I rec- 
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ommend several items, the unfreezing of the money we froze that be- 
longed to Egypt which we had no right to do. I recommend that we 
immediately give him a loan of at least $225 million, which is equiva- 
lent to what we have given India. 

I feel the Middle Feast is much more important to the policies, to 
the welfare of this Nation economically and otherwise. I think Mr. 
Dulles ought to immediately revive his proposal to help Mr. Nasser 
and Egypt to build the Aswan Dam. 

I recommend that not only $56 million be offered the man, but four 
times that much. I hope you will read that statement. There are 
many other items that are very important. My point is we cannot 
wait any longer. We cannot flirt with that situation any longer. 

We must do something to bring back the 60 million Arabs to our 
sphere of influence, particularly when these people have for years 
admired this country, loved this country. And I assure you, as I show 
in my statement, that it would not take very long. That if our whole 
procedure, if our whole attack at this moment toward them—I should 
not call it an attack, even just gesture—of friendship and good will, 
and constructive offers of help and loans, you would be amazed how 
quickly we could bring back those people into our fold. 

Senator Green, I want to say this, a man who is close to the leader- 
ship of those countries, there is no time to lose. Mr. Nasser and 60 
million Arabs can be brought back to the American sphere of in- 
fiuence. I know their leaders; I know their thinking. None of them 
is really our enemy. Any alienation has been brought about by our 
policies. 

The Cuarman. Thank you very much. 

Mr. Baper. Thank you. 

Any questions? 
The Peeciecan I would like to ask a lot of questions, but I do not 
think it is fair to those who are going to appear as witnesses. 

Mr. Baper. I would like some provoking ones. Thank you, sir. 

(Mr. Bader’s statement is as follows :) . 


STATEMENT OF SALEM BADER, PRESIDENT OF UNITED STATES ARAB-ASIAN INSTITUTE 


Gentlemen, some 3 months ago a visiting, high-placed Arab diplomat and lead- 
ing banker of the Arab world who was a guest of our State Department, made 
this statement to me after talking to political and business leaders in this country 
for over a month: 

“How can any nation like the United States aspire to world leadership, 
economically, politically, and morally—formulate and conduct policies so ob- 
viously detrimental to its best interests and the interests of those nations 
which the United States claims she wants to help?” 

Gentlemen, this statement could be used as an epitaph on our grave if, 
Heaven forbid, we are ever destroyed, as our political leaders and great scientists 
today warn us is possible. 

On the subject of investment, this Arab banker asked with credulity : 

“Why is it when we bring up the subject of American investment that would 
really benefit the Arab people, these Americans begin to shrink from us?’ 

Indeed, I can add that it is high time that some logic and solid ground be 
given to many of us who love this country and have dedicated our time and 
effort to preserve its best interests, to uphold its honor and dignity, but mean- 
while have to daily attempt to explain away and make sense to foreign diplomats 
and nationals of nations who are friendly or antagonistic to us, the bold con- 
tradictions and inconsistencies in our foreign policy of the past 20 years. 

In my appearance before the House Foreign Affairs Committee on March 
14 we protested against the following points: 
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(a) Do the Members of Congress fully realize the magnitude and the responsi- 
bility attached to them in permitting further billions of American dollars to be 
further squandered all over the face of the earth? 

(b) We protested against the grandiose Hollywood manner in which Eric 
Johnston was commissioned to sell this foreign-aid program to Congress and 
the American people. We also pointed out that it seems that our political leaders 
of both parties who are at each others throats on various measures can agree on 
this one stupendous escapade called foreign aid. We are glad to see, as reported 
by a columnist last week, that Mr. Sherman Adams had instructed Eric Johnston 
to “pipe down” and leave Capitol Hill alone on this measure. 

(c) We questioned how in the face of all the alarming reports portraying the 
Russian’s ability to wipe us off the face of the map, and the so-called Gaither and 
Rockefeller reports telling us how defenseless we are, whether we will have the 
time or chance to spend a few more billions of dollars around the world, and 
whether any arms aid to any nation is of any value against this all-consuming 
Russian power? 

(d) We also pointed how the failure of the Eisenhower doctrine in the Middle 
East and our opposition to it last year, in spite of the fact that once it was 
decided upon our institute did everything to help it succeed. 

(e) We strenuously repeated our protest against the poor qualifications, in- 
adequacies, and caliber of the personnel selected by our Gosernment to implement 
and conduct our money spending and propaganda all over the world such as the 
Voice of America, the International Cooperation Administration and other 
agencies. 

(f) We also repeated, as we strongly recommended last year, that “foreign 
aid” should be changed to “foreign loans,” a language that Asian and Middle 
East people understand. 

On some of these points we are pleased to see that there have been ripples of 
correction, but only ripples. 

However, our vigorous protest was directed against foreign aid economically 
and militarily, which has contributed to Communist and Socialist governments. 
We also gave figures on the amount of economic and military aid to Communist 
and Socialist countries up to June 30, 1957. 

The most glaring amount showed close to a billion dollars going to Dictator 
Tito of Yugoslavia, which is an out-and-out Communist country. We are glad 
to see that the last few days our State Department has finally canceled all mili- 
tary aid to Yugoslavia. What a pity this was not done before Mr. Tito had a 
chance to refuse any military aid from us. Of course our political leaders 
attempted very strenuously to get Mr. Tito to reverse his refusal. Why? 

As you see, gentlemen, we also have to plead with foreigners to accept our 
aid even if they are out-and-out Communist governments. Nevertheless our 
International Cooperation Administration busybodies are still pushing to give 
Mr. Tito economic aid, but they do admit this is “a risk,” which must be taken 
because Tito can influence other Communist countries in Eastern Europe. How? 
He can influence these countries to stay Communist, take our money and laugh at 
us. If our policy is based on “risk,” then why don’t we do a little risking on 
President Nasser who at least is non-Communist, and who straddles the most 
important section of the world, commands the allegiance of millions of the Arabs, 
and may soon control the resources of the Arab world without which the West 
would go bankrupt. No—instead, we keep driving President Nasser into the lap 
of Russia. Let us not overlook the main point however, that in our protest, 
while foreign aid was initially constituted to stop communism in the world it has 
in reality preserved and helped it expand, which it is doing by leaps and bounds 
as we all know. 

We questioned whether foreign aid was really helping foreign governments and 
foreign peoples. We further emphasized as we have stated for years, that this 
so-called foreign aid has been in reality, American public subsidies to keep our 
industrial factories, and particularly our arms manufacturers, in business. 
Therefore, it is an American air more than foreign aid. We notice now that 
the theme being followed is that 80 to 85 percent of this money is spent in the 
United States. This would be all very good were we using these American 
products properly and beneficially when we give them away to foreign countries, 
but the record unfortunately shows differently. 

The important question here is, How long can we continue to keep this war 
atmosphere machine going by public spending? Another further question in 
this direction is, Can our individual enterprise, industrial plants, stand on their 
own feet without this enormous yearly Government spending? If they cannot, 
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and we must continue to spend billions of dollars a year in the name of defense 
or foreign aid, or what have you, then, gentlemen, we are in serious trouble; 
as it becomes evident, if we are not Communist or Socialist, that we are a 
war nation, meaning, that if we cannot have or create a war atmosphere to 
keep producing, our machine will stop. I realize this is a frightening vision and 
many of us have given up in despair, and are ready to leave this earth and 
invade the moon. 

Our most important protest before the House Foreign Affairs Committee, and 
which perhaps has caused many repercussions in this Capital, is the serious 
lack of equity and blind favoritism in the distribution of our so-called foreign 
aid. Much to the distress of many we pointed out that the Middle Hast is a 
section of the world most important to our economic welfare, and future safety ; 
namely the Arab world with 40 million to 50 million inhabitants who need aid, 
and whose section of the world with its enormous resources is essential to our 
sphere of influence. Up to June 30, 1957, we had given 40 million Arabs $168,- 
399,000, while up to the same date we had given Israel with less than 2 million 
people, $432 million in grants and credits. I must add that we and the world 
ean certainly get along without Israel, who may yet cost us the Middle East. 

It was also very distasteful to us to emphasize that our foreign aid program 
had been used as a political and economic pressure device. Since the Middle 
Piast and the Arab world has been our dedicated task to preserve within the 
United States sphere of existence the speaker reviewed the career and activities 
of a man who is teday the uppermost leader of the Arab world, and who has 
captured the imagination of what millions of those people have dreamed about 
for generations; namely, President Gamal Abdel Nasser, since he came to 
power. 

I shall not take the time here to repeat the itemized review as presented to 
the House committee, but I respectfully request every gentleman here to read 
it thoroughly. In essence, this review showed that in complete rejection of 
what the vast majority of the population desired, our Government has followed 
a seemingly deliberate and willful negative, and in many cases a punitive, policy 
against this man, what he stands for, and his program, which is obviously 
detrimental to American policy and long-range interests. Only the events of 
the last 2 or 3 weeks prove that we have been pursuing a dead-end procedure, 
which finds us today facing a blank wall confronted with a dilemma and 
paralyzed for action. I regret to state that our policies against President Nasser, 
in too many cases, appeared to feed the personal whim, caprice, and ego of a 
few of the top members of our administration. 

So much for criticism. Before I humbly submit our recommendation for a 
drastic change of policy, if we really do intend to save the Middle East from 
Russian hands, I want to dwell for a moment on how this foreign aid program 
has affected our individual enterprise companies with regard to investment and 
undertakings in foreign fields. 

Our institute was established to encourage, promote, and negotiate for 
American investment and American undertakings in various fields in the Middle 
East and Asia. The following has been our experience in contacting American 
companies and groups for this purpose: 

(a) “Why should I bother about selling my merchandise abroad with all the 
headaches involved, when I can sell it to our Government, and they can give 
it away if they want to do so?” 

(b) “How can I successfully undertake a project in those countries and make 
a sensible profit when I have to compete with the ICA that can afford to throw 
money away and lose money, while I have to make a profit to exist?” 

(c) “We have consulted the State Department and/or the ICA boys about 
investing in this or that project abroad (in this, it is the Middle East chiefly) 
and the boys in those departments advised against it.”—-Why? 

(d) In conformity with what our President’s and even Mr. Dulles’ and other 
leaders’ warnings against Russian economic expansionism; then when our in- 
stitute proceeds to offset this by encouraging American firms to go abroad, we 
find ourselves the victims of investigation by the Justice Department, the FBI, 
the Secret Service, and so forth. Our institute being close to the economic lead- 
ership of those countries; we understand their deep desire to become more self- 
sufficient in various fields, and we desire to see American participation and the 
creation of healthy partnerships with native ambitions, before other countries 
walk in and grabit. We have encountered the following : 

If the Arabs desire a native insurance company to serve their needs, of course 
in conjunction with American capital and knowledge, and we proceed to promote 
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such a project in this country we find ourselves subject to the heretotore men- 
tioned investigation and accusations. 

What is the inspiration behind these high-pressure investigations and couched 
intimidations? Is it the large insurance companies with their powerful lobby, 
perhaps joined by the large pro-Zionist investors who want the Arab Nations to 
stay as dependent as possible? 

If the Arabs wish to establish an antibiotic plant to take care of their needs 
with American partnership and American capital, again we find ourselves in 
trouble with the giant drug manufacturers who oppose such a thing, which, 
upon investigation, we find them doing $80 million worth of business annually 
in the Arab world. Here I want to submit for the record a letter written by 
a noted antibiologist, whom we commissioned to help us in the promotion of this 
project, showing that eight of the leading drug manufacturers in this country 
refused to have anything to do with such an undertaking for greedy, avaricious 
motives. 

New York, N. Y., February 25, 1958. 
Gen. ANTHONY M. SENESE, 
Bismarck Hotel, Chicago, Il. 

Dear GENERAL: I am writing to advise you that I have been unable to interest 
any of the major United States antibiotic manufacturers in participating in the 
building of a plant and the development of a pharmaceutical company in any of 
the Arab League area. 

The reasons given for their lack of interest takes two forms: First, they are 
well satisfied with their present export distribution and feel that their own 
plants in this country would be forced to produce at a lower, uneconomical rate; 
and second, they all appear to be doubtful of any political, economic security in 
that part of the world at the present time. 

In vain I have pointed out that the Near East is really the gateway to the 
Far East, India, and the West Coast of Africa, to say nothing of the $80 million 
business in the Near East itself, which would largely be lost once a sound na- 
tional manufacturing organization was developed. 

Among those I have discussed your proposal with have been (1) Charles 
Pfizer & Co., (2) Bristol Laboratories, (3) Eli Lilly Co, (4) Parke-Davis, (5) 
Lederle Division of American Cyanamid, (6) Wyeth of American Home, (7) 
Ek. R. Squibb & Sons, and (8) Commercial Solvents Corp. It looks as if it would 
be necessary to interest either foreign (European) companies or to obtain private 
backing. Please advise me what steps you would like me to take next. 

Sincerely yours, 
LAWRENCE W. SMITH. 


The record is long, but this is just a small example of how people, sincerely 
interested in offsetting Russian economic expansion, and promoting American 
economic investment, find themselves, aside from being investigated, caught in 
a vise of political discouragement over such procedure, plus the greed of the 
American monopolies in various fields. Now this is all very well if the status 
quo could continue, but unfortunately we have competitors in the world, and 
while we refuse to move, the Russians, the Germans, the Italians, or the 
Japanese move in and go into partnership with the native interests. 

To touch on another phase on our foreign aid which seems to be only inter- 
ested in large and stupendous projects, but has failed to reach or benefit the 
middle class and working peoples of those countries directly. To quote an 
ambassador of a Middle East country which is non-Arab, and which is a large 
oil-producing country : 

“With all the billions of foreign aid spent, all the Americans think about is 
spending millions of dollars on large projects, which employs a few thousand 
natives here and there, but does not help the middle class and workingman 
as a whole. 

“Why does not the American Government in conjunction with the giant oil 
companies establish financial aid agencies in the various countries that can 
deal directly with the native individual, be he a doctor, a dentist, a merchant, 
an importer, or engaged in medium-sized business. This business or prof¢ssional 
man who perhaps needs equipment, or a few thousand dollars to expand his 
merchandising business, or to import some American merchandise, or he may 
want to buy a home and wish to place a mortgage on it, ete. In other words, 
aid and assistance that the average man needs to enable him to make a decent 
living.” 
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This would be foreign aid that is realistic, practical, and which the people 
would be very conscious of, and appreciate. 

Another important point: Our automobile industry is in trouble with a satu- 
rated American market. This miserable condition exists by reason of executives 
blinded to government easy money arms contracts which are more interesting 
to them to negotiate for, than expansion of the American individual enterprise 
abroad. 

This automobile industry is especially mentioned because their failure seri- 
ously affects our steel industry as well as hundreds of thousands of American 
workers unemployed who subsequently are compelled to rely on relief rolls. 

Our Government and individual enterprise firms have blocked their thinking 
with regard to investment abroad, operating on a government-to-government 
level, or private American enterprise with foreign government level. 

To produce you must also consume. Does our Government or industrial 
companies consider that you cannot just promote the means of production? 
To produce you must also consume. I know of no action or thought given to 
injecting life in foreign lands to create public ability to consume. 

If automobile industry had the vision and the spirit of early Americans they 
would establish assembly plants in foreign lands; would also establish con- 
Sumers credit companies to enable hundreds of thousands of Arabs and other 
Asian natives to buy their automobiles on the credit system such as we have 
established in this country. 

This program can be applied to many phases of our large industrial pro- 
ducers still producing to a saturated market, their warehouses bulging with 
products they cannot sell. This plan worked in America, it is the very basis 
of our present American system of production and consumption. 

Make it possible for the foreign native to buy our merchandise by financing 
his purchase. Consequently our individual stalemated big business could in- 
crease sales and also profit in the financing of these sales. While this inter- 
national consumers’ credit system could greatly benefit American production, 
our producers must produce practical automobiles at reasonable prices. Never 
mind the fancy tinsel and the expanding wheelbase. In those countries a good, 
stable, dependable automobile is required. 

Without foreign aid and Government spending, our private enterprise indus- 
try would be eagerly searching for the opportunity to do business abroad. 

Let me uncover another sinister conspiracy that is being waged by pro- 
Russian Communist forces here, wittingly or unwittingly, in conjunction with 
Jewish-Zionist big money forces. 

This vicious underhanded action is designed against the Arab world to under- 
cut and exclude American investment and American enterprise. In many cases 
these two well-organized subtle forces are working hand in hand. Their motives 
may differ but the result is the same in damaging United States interests in 
the Middle East. 

The Communist plan is to discourage and ridicule any and all substantial 
American undertaking in that part of the world so as to keep out American 
enterprise, giving Russia a clear, broad street. 

The Zionist motive is to keep out all American investment from the Arab 
countries while they pour in hundreds of millions of dollars into little Israel; 
so they can elaborate on the backwardness and poverty of the Arab people and 
brag on Israel’s progress in the various fields. 

Another long-range ambition in Zionist planning, is the hope that should ever 
the Arabs agree to make peace with them, they will be nearby to penetrate the 
Arab economic life. Meanwhile, the Zionists are intentionally or unintention- 
ally undercutting American expansion in that part of the world. This is a great 
advantage to the ambitious Russian economic expansion program. 

Gentlemen, I bring out these important points which are undetected; but are 
being conducted in an organized underground nature that is seriously damaging 
our American economic status in the Middle East. 

In our 5 years of the life of our institute we have run up against one case 
after another where our proposed project aimed to expand American investment 
in the Middle East was subtly emasculated by just such underhanded activities. 

It should be obvious that this cross current of anti-American forces are not 
only starving out American enterprise abroad; but also driving this country 
into more Government spending here and abroad. 

Gentlemen, other methods must be found and used rather than Government 
spending and foreign aid which is bound to bankrupt this Nation. For 25 years 
this has been nothing more than temporary injections to keep our economy 
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going, even if we had to go to war to do so. There has been no effort made to 
get to the cause of the trouble and eliminate it, in spite of our hundreds of 
expert economists, university professors, and planners. It can be safely stated 
that these so-called experts have been engaged in perpetuating this unhealthy, 
unstable socialistic-communistic status. Can this be changed and/or elimi- 
nated ; indeed it can be. I havea plan if you are interested. 

Now, I am going to present a subject that has reached devastating propor- 
tions, namely, the present total loss of the Middle East and particularly the Arab 
world to the western sphere of existence. Let no one belittle the immensity 
of this present danger Or “pass the buck” by minimizing the seriousness of this 
warning. 

Gentlemen, like China and other parts of the world the Arab world is gone. 
It is not in danger of being lost—it is lost. For when 95 percent of the popula- 
tion of a territory is against us that territory is lost to us—and the tragic part 
about this stupendous catastrophe is that we, through our blind, willful, and 
deliberate policies have brought it about. The record is clear and long, and 
you who wish to get more details may contact us later for them. But I feel 
certain that many of you gentlemen are well acquainted with the policy that 
brought about this serious tragedy. 

What can we do now? A quick reversal of our previous policies accompanied 
by action that is dramatic, dynamic, and can capture the imagination and spirit 
of 60 million Arabs, who were once our staunchest friends and admirers but 
were alienated and driven away by our succumbing to a minority pressure of 
cheap domestic politics, bribery, and cowardice within the borders of this 
country. 

I say these words as a last minute earnest appeal to Americans, both in and 
out of Government who still possess enough stature, integrity to think in national 
terms and national safety; statesmen and mental giants as this country once 
possessed. 

Here, I humbly propose the following changes that I believe if followed by 
our administration and our State Department can still save the situation. I 
appeal to you as Senators of this country to see that this administration follows 
through, and this has almost come to mean the person of John Foster Dulles. 

1. That $100 million be immediately appropriated to bring back to life close 
to a million Arab refugees who have for too long been forgotten, ignored, and 
who have been permitted to rot and deteriorate in unspeakable misery. This 
sum of money to be distinctly earmarked as United States aid for the benefit 
of these men, women, and children who were robbed, ravaged, dispossessed of 
their homes, land, and all possessions; and was brought about by the previous 
administration’s blind, willful, and brash policies in succumbing to Zionist 
minority in this country. No effort has been made to correct this inhuman 
situation by the present administration. 

While we have billions to spend all over the face of the earth we neglected 
to spend a little money to alleviate a situation that obviously is the chief cancer 
gnawing at the vitals of American-Arab association. 

This distinct American aid should continue until justice is done toward these 
Arab refugees either in their repatriation, and/or just compensation, or the 
means of finding equitable and proper territories where they may live. 

2. A serious demand by this administration on Israel to obey the United 
Nations’ resolutions implementing the return of Israel to the 1947 frontiers 
designated by the partition of Palestine, and the internationalization of Jeru- 
salem. 

If the United Nations is too weak and flabby to enforce its own resolutions, 
then the influence and power of the United States Government is needed ot see 
that these resolutions are carried out. As little as a United States declaration 
on this point would be of great help at this critical period. 

3. The United States Government exercise immediate pressure on our beloved 
ally, France, to bring about a definite and constructive solution in the Algerian 
war that is deteriorating fast, is suffocating France economically, and which 
may bring about a political upheaval in that country by bringing to power old 
line egotists like Mr. De Gaulle, who still clings to the medieval line of imperial 
thinking. This line of thinking is dead, and any western nation who clings to it 
is calling for its own destruction. This is playing into the hands of Russia who 
is capitalizing on it in good order. 

The United States cannot coyly sit back and permit France, or any other 
nation, to divert American arms designated for NATO, to equip their armies and 
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air force to kill and bomb Arab natives who demand self-government and 
independence. 

It is ridiculous to go on with the precept that with all our western genuis, it is 
impossible to think that we cannot bring forth a just and equitable solution 
between France and the Algerian people; thereby protecting French economic 
interests in that country and giving the natives the freedom to govern them- 
selves, as many other colonial peoples are doing now. 

We cannot sit back and accept ludicrous statements like “Algeria is part of 
metropolitan France.” This is nonsense that neither we nor the world can 
accept. Nine million Algerians know themselves to be Arabs and not Frenchmen. 
This sort of sit-back and do-nothing and letting things drift only perpetuates 
the destruction and the deterioration of both contending parties, neither will it 
preserve the oil in the Sahara Desert that the French so desperately need. 

Shrewd observers know that to the French, that oil is more important than 
their control of 9 million Algerians. The warning here is that if the United 
States does not do something constructive about it very soon it will bring about 
havoc in Algeria, in France, and the loss of the oil in the Sahara Desert. 

It must be made clear to western minds here that the Arabs anywhere are 
not going to stand for any further promiscuous exploitation of their mineral 
resources by western enterprise without just compensation and equitable shar- 
ing of the profits by the natives of the country. American oil companies take 
note. 

5. The same virile procedure must be followed by our Government in Tunisia. 
These weak attempts, which are no more than shadow boxing, offering our good 
offices by sending our Mr. Murphy to conduct a lot of meetings back and forth 
between Paris and Tunisia, and which in the end, amounts to no more than to 
put off the day of reckoning. The United States cannot stand by any longer 
in countenancing the French bombing of Tunisian women and children and 
innocent bystanders, using American planes for such brutal purposes. 

Gentlemen, this may be all right for our shock-proof complacent American 
mentality, but it creates millions of enemies for us in Africa, the Middle East, 
and Asia. Why do we keep on deliberately putting our neck in the noose by 
continuing a “cat and mouse” flirtation with the British and French imperial 
interests? Can you imagine the screaming propaganda of horror :nd pain on 
our part were the Russians to swoop down and mercilessly bomb a native 
village of defenseless women and children in any part of Africa or Asia. 

The following will probably shock those present and others in this Capitol ; 
but it is time we were shocked out of our stupor, paralysis and lack of vision and 
imagination. 

Our State Department and this administration must make an immediate 
reversal of their heretofore arrogant and seemingly deliberate procedure against 
Egypt and Syria and, particularly against the leadership of President Gamal 
Abdel Nasser. This may burst the ego of several of our top administrators and 
policymakers; but let me warn this honorable committee, that unless a drastic 
reversal of our policy is undertaken towards President Nasser we might as well 
retreat from the Middle East because we are not wanted there. 

If the ego and the haughty aloofness of a handful of our policymakers is more 
important than the welfare and safety of our country—the potential loss of 
American, British, and French oil, and other gigantic interests in the Middle 
East and north Africa, and/or the possible advent of a devastating world war 
III; then we are not worthy of being called Americans and are not fit to claim 
moral leadership of the world. Here follows our humble recommendations: 

(a) The immediate unfreezing of 30 to 40 million dollars of Egyptian money 
that our State Department had no right to withhold since we were never guard- 
ians of the stockholders investment in the Suez Canal Co., a private French- 
English corporation which profiteered and made millions of dollars during their 
years of control of the Suez Canal water traffic. 

(b) An American revival of our previous offer to help finance the construction 
of the Aswan Dam in Egypt; not an offer of a mere $56 million but at least 4 
times that much to get the dam properly underway, and exercise United States 
influence on the World Bank to follow suit. British assistance in this project 
need not be solicited. 

(c) The appropriation of economic aid to President Nasser and the United 
Arab Republic in the amount of at least $225 million, which is equal to the 
amount recently permitted India. 

(d) Our State Department should undertake to open American markets to all 
Egyptian-Syrian requirements and reverse its policy of restricting and denying 
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export licenses of American merchandise purchased by the United Arab Republic. 

(e) The State Department to publicly and vigorously encourage and recom- 
mend American private investment in Egypt and Syria and other Arab coun- 
tries, and denounce subtle forces in this country that are obstructing such 
investment for ulterior motives. 

(f) Our State Department must refrain from all secret and subtle inter- 
ference, that is widening the gulf between Arab leaders in one country against 
others in neighboring Arab countries. It must wash its hands of any and all 
activity attempting to divide those people into political groups, and assisting 
one group against another. This sort of thing, as we have seen recently, is only 
getting us into more trouble and driving us out of the Middle East. We have just 
witnessed a far-reaching incident where the rock on which we had depended 
upon in the Arab world was badly shaken, bringing forth a new order that I 
can assure Will not be beneficial to us. 

Divide and rule was the old British and European imperial policy. We have 
long been tarnished by the British and European imperial systems that today 
are completely discredited. In this 11th hour let us have at least the practical 
vision to promulgate an independent United States sovereign policy. If this is 
done, and the time is late, it will not only save Africa, the Middle East, and 
Asia from completely being lost, but it will also save the remnants of the British 
and French once great powers. 

Gentlemen, the time has come for us to prove our worth, and take the initiative. 
These measures that I recommend, if ignored, will result in peril to us and the 
Western World. It is the duty of this committee of Senators to inject new life, 
and see that it is carried through by our State Department, which seems to have 
created a holy citadel and forbidden ground where no American citizen, no 
matter how important, intelligent, sincere, or expert, dare tread; yes, not even 
Members of our Congress and Senate whom we elected to protect our interests. 
Today in these critical times, that conld mean life or death to this Nation, and 
the world, we are ruled by unknown people self-perpetuated civil servants, 
haughty, aloof, enunciating policies to conform to their whim and fancy, ignoring 
present-day realities, and who proceed under the hypnotic spell that they are 
the United States of America. 

Mr. John Foster Dulles is probably a nice gentleman. He is probably a brilliant 
person, but unfortunately his brilliance and international political prowess 
belong in the 1890's or the early 1900's. He is still apparently obsessed by the 
old-fashioned system of pacts. Indeed it can be said that he is busy traveling 
around the world inspiring and creating one pact after another. Now we have 
NATO, SEATO, and the Baghdad Pact; and keen observers admit these pacis 
have been nothing but mischiefmakers. I dare say that in the final emergencies, 
all these pacts will prove to be worthless. 

The pacts have given Russia a chance to propagandize, react, and follow suit. 
Mr. Dulles, as Mr. Bevan, of England, states, has grouped the world into “God 
nations” and “Devil nations,” of course, meaning that Mr. Dulles is God and those 
who are not with him belong to the devil. 

It is possible that Mr. Dulles in his aloof high sense of morality and righteous- 
ness believes this, but I dare say that as a boy I was taught that the greatest sin 
is blind self-righteousness. Mr. Dulles recently stated that with regard to 
student riots in Europe that as a young man in a French university he did some 
rioting too. But he does not remember on whose side he was. Is it possible 
that under his policies we find ourselves in the same position? 

Do we really know on whose side we are? Isn’t it about time that we stopped 
being all things to all peoples? It doesn’t work. Gentlemen, it has become 
very apparent that this Nation cannot continue to lay paralyzed, lacking initia- 
tive, foresight, and originality, and expect the world to look to us for leadership. 
Therefore, this is an 11th hour appeal to you Senators and the Congress of the 
United States, whose duty it is to represent the American people, to take 
charge of things, and assert your authority. It is very evident that in these 
critical and final days this Nation cannot continue under the suffocating 
influence of one man and his intimidated and frightened subordinates. The 
loss of the Middle East is in your hands. It is more important than billions 
of dollars you are thinking about spending, and the consequences are much 
more disastrous. 
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Senator SparKMAN (presiding). Mr. Dan Lacy. 


STATEMENT OF DAN LACY, AMERICAN BOOK PUBLISHERS 
COUNCIL, NEW YORK, N. Y. 


Mr. Lacy. Mr. Chairman, my name is Dan Lacy. I am testifying 
on behalf of the American Book Publishers Council of which I am 
managing director. 

This is the general association of book publishers in the United 
States. Our testimony is entirely directed to one particular amend- 
ment proposed to the mutual security bill, by Senator Mansfield, that 

is, S. 3417, relating to the informational media guaranty program. 

A sullicobiintttied: chaired by Senator Mansfield, conducted rather ex- 
tensive hearings on this problem last fall, and ‘the amendment. that 
Senator Mansfield has introduced is intended to carry into effect 
the principal recommendations of his subcommittee. In view of the 
extensive record of the hearings of that subcommittee, I think no ex- 
tended statement is necessary this morning. Because, as I under- 
stand it, the Government witnesses who were presenting the official 
explanation of this amendment were not reached yesterday and merely 
filed statements. 


EXPLANATION OF INFORMATIONAL MEDIA GUARANTY (IMG) PROGRAM 


I would like to take just a half minute to explain what the in- 
formational media guaranty program is. 

Since 1948 there has been a provision in the Mutual Security Act 
and part of the time in the Smith-Mundt Act. which has provided 
the means to enable American publications, books, magazines, and 
newspapers, and films to get into a number of crucial countries, lar gely 
Asian and Near Eastern countries, though not entirely, which have 
had no dollar funds available to pay for this type of material. In 
those countries in the absence of IMG, importations of any Amer- 
ican books or newspapers or magazines or films has been impossible 
and the entire communications of this country with those countries 
has been left to USIA channels. 

What the informational media guaranty program has done is to per- 
mit an American exporter of books or magazines or newspapers or 
films to sell his materials for local currencies which have been pur- 
chased for dollars by the United States Government, which then 
in turn use those local currencies to defray its operating expenses 
in those countries. 

Normally, this operation costs the Government nothing since ad- 
ministrative expenses are offset by a 1 percent fee charged the par- 
ticipating exporters. But in certain countries losses to the revolvi ing 
fund from which the United States Information Agency finances 
this operation are occasioned for 1 or 2 reasons. 

In some countries with which we have information media guaranty 
agreements, the other country may set a special exchange rate in- 
tended to encourage the importation of books or newspapers or maga- 
zines, which overvalues the local currency, and hence makes the im- 
portion of these materials easy. 
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In those cases the Government sometimes suffers a loss in selling 
at the open market rate the currencies that they bought at the special 
rate. And in some countries the other government has imposed re- 
strictions on the use of the local currencies acquired by USIA under 
this which have occasioned losses. 


SENATOR MANSFIELD’S AMENDMENT 


The purpose of Senator Mansfield’s amendment is to do two things. 
It authorizes annual appropriations to replenish the revolving fund 
for any losses occasioned as a result of either of these two reasons. 

This would keep it at a sufficiently high level to permit adequate 
operations, which is one purpose. The other purpose, by requirin 
USIA to come in for annual appropriations for that purpose would 
give Congress an annual review of the operations of this revolving 
fund and permit the accumulation of losses over a period of years. 

The statements filed by the USIA witnesses yesterday explained 
the operation of this rather technical matter in considerable detail, 
and I hope the committee will give it very careful attention. I would 
like to take just a couple of minutes to summarize the written state- 
ment that I have made on two points. One is the almost unique im- 
portance of the information media guaranty program and sustaining 
it ata high level. 


IMG AGREEMENTS IN EFFECT 


We have active agreements now with Austria, Burma, Nationalist 
China, Indonesia, Israel, Pakistan, the Philippines, Poland, Spain, 
Turkey, Vietnam, and Yugoslavia. In all of these countries, with the 


exception actually of Austria, the only way that you can sell an Ameri- 
can book or an American magazine or an American newspaper is 
through the information media guaranty program. 

These countries make no dollars of their own available for the im- 
port of American informational materials. They are perfectly willing 
to pay for them in their own currencies. They are indeed desperately 
anxious to get them. 

But they are faced with a dollar shortage. In those particular coun- 
tries, which as you recognize are in almost every case crucial countries, 
in a case like Poland with which we have just aquired an agreement, 
this is the first intellectual assertion of independence from Russia, the 
information media guaranty program is our one nongovernmental 
means of communication in print with the citizens of those countries. 

Senator SparkMAN. May I ask just this question? Is an amend- 
ment required ? 

Mr. Lacy. An amendment is required because there is no present 
authorization to replenish the revolving fund that has been established. 

Senator SparKMAN. Have you suggested the language for the 
amendment ? 

Mr. Lacy. The language was drafted by the administration, sir, 
and has been introduced by Senator Mansfield. 

Senator Sparkman. I think the committee certainly is friendly to 
the idea. 
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NECESSITY FOR CONTINUITY IN IMG PROGRAM 


Mr. Lacy. The only other point I would like to add for just a 
couple of minutes is the extraordinary necessity for stability and 
continuity here. 

Stability and continuity is important in any kind of informational 
effort, but it has a special relevance here because this is not a sole 
governmental operation. It is a governmental-industry cooperation. 

f we are going to have American informational media effectively 
used in these countries, many of which have not previously made use 
of them, real developmental effort is necessary. It is not just a ques- 
tion of taking orders for books and magazines as they come in. Cata- 
logs have to be prepared, salesmen have to be sent out, penne. 
literature has to be distributed, book exhibits have to be financed, 
This involves a very substantial outlay. 

The orders that come in as a result of this come in not now, but 
next year or the year after or the following year, and an investment 
by American publishers in developing the interest, the utility of 
American publications in these countries is dependent on some assur- 
ance that a year or 2 years hence when orders come in, it will be pos- 
sible to translate those orders into dollars. And I would strongly 
urge on you the enactment of this particular amendment which makes 
possible the replenishment of the revolving fund and sustaining it 
at a high and continuous level so that operations will not be frus- 
trated or impeded. 

At the present time the depletion of the revolving fund has seri- 
ously crippled the operation of IMG in several of the most crucial 
countries. We strongly urge the enactment of this amendment, sir. 

Senator SpaRKMAN. Thank you. Your complete statement will be 
printed in the record. 

(The statement referred to is as follows :) 


STATEMENT ON INFORMATIONAL MEDIA GUARANTIES BY DAN LACy, MANAGING 
DIRECTOR, AMERICAN BOOK PUBLISHERS COUNCIL, WirH REsPEcT TO S. 3417, AN 
AMENDMENT TO THE MUTUAL SEcuRITY BILL 


Mr. Chairman, my name is Dan Lacy. I am managing director of the Ameri- 
ean Book Publishers Council, of 24 West 40th Street, New York 18, N. Y. The 
council is the general association of book publishers in the United States. Its 
148 member firms include almost all general or trade-book publishers, such as 
the Viking Press, Charles Scribner’s Sons, Harper and Brothers, and Random 
House; most scientific and technical book publishers, such as McGraw-Hill and 
D. Van Nostrand; almost all university presses; publishing houses of many of 
the major religious denominations; the larger book clubs; and the major 
publishers of inexpensive paperbound books. It has been estimated that mem- 
bers of the council publish about 90 percent of all American books other than 
textbooks and encyclopedias. 

S. 3417, to which my testimony is directed, is concerned with the informa- 
tional media guaranty program, with which the council and its members have 
been deeply concerned since its inception. Without this program the export 
of American publications to a number of the most strategically important coun- 
tries in the world would be impossible. Rather extensive testimony on this 
subject was submitted in October 1957, to a subcommittee of this committee 
chaired by Senator Mansfield. The present legislation would carry into effect 
the principal recommendations of that subcommittee as presented in its thought- 
ful report of January 16, 1958. The American Book Publishers Council 
strongly urges the incorporation of S. 3417 in the mutual security bill for this 
year. 

In view of the availability of the subcommittee report and of the thorough 
hearings that preceded it, it is perhaps unnecessary here to repeat the details 
of earlier testimony on the workings and general value of the informational 
media guaranty program. Suffice it to say that the principle is quite simple. 
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As the committee knows, the United States Information Agency uses a revolving 
fund to purchase for dollars from approved exporters of informational mate- 
rials (such as books, magazines, newspapers, and film) the local currencies they 
have received from the sale of such materials in countries with which the 
United States has an IMG agreement. The local currencies are then resold 
for dollars to Federal agencies having need of them to finance their operations 
in the countries in question, and the revolving fund is thereby replenished. 

Normally this operation costs the Government nothing, since administrative 
expenses are offset by a 1 percent fee charged the participating exporters. In 
certain countries losses to the revolving fund may occur, however, for one or 
both of two reasons. The other country, in order to encourage the importation 
of educational and cultural materials, may have set a special exchange rate for 
such imports that overvalues the local currency in terms of dollars. In dis- 
posing of local currencies bought at this special rate, the USIA must sell to 
other agencies at the general rate, taking a loss in the process. Or, in order to 
protect its dollar reserves, the other government may have provided in the 
basic IMG agreement that the local currencies acquired must be blocked for 
a period of time or used only for restricted purposes, which may prevent or 
impede their disposal by USIA. It is the principal purpose of the present 
amendment to authorize annual appropriations to restore to the IMG revolving 
fund all or part of such losses as may have been sustained in the preceding 
year. 

This would do two things. It would permit a stable and uninterrupted 
operation of the revolving fund and hence of the entire IMG program. And 
by requiring an annual review by the Appropriations Committees of both Houses 
of Congress, it would provide a close and prompt control of any losses being 
incurred, thus meeting the one criticism hitherto directed against the program. 

In support of this amendment I should like to speak very briefly about two 
points: The indispensable importance of IMG in the supply of American books 
to certain critical countries; and the special importance of sustaining this 
operation on an adequate and stable basis. 

The United States now has active IMG agreements with the following coun- 
tries: Austria, Burma, China (Taiwan), Indonesia, Israel, Pakistan, the Philip- 
pines, Poland, Spain, Turkey, Vietnam, and Yugoslavia. Total book exports to 
those countries that would be made possible by IMG under the proposed amend- 
ment would probably run well over $6 million a year. 

Three facts should be noted in this connection. One is that IMG contracts 
permit the conversion of currency only if there is no other way of obtaining 
dollars. These figures hence represent a flow of American books to the coun- 
tries listed that would be impossible without IMG or some equivalent arrange- 
ment. The second is that the export of American books to these countries— 
other than the Philippines—was negligible until very recent years. That 
hundreds of thousands of American books now go annually to those countries 
entirely at their expense is a measure of their turning to this country as a 
source of ideas and scientific and technical information that can help them 
to surmount the critical problems they confront. It is a measure likewise of 
the great opportunity the United States has to build up bonds of understanding 
with those countries. The third is that all these governments are in serious 
economic difficulties, as indicated by their inability to make dollar payments 
through normal channels. All are seeking ways to solve their economic and 
related problems and are anxiously looking for scientific, technical, and educa- 
tional assistance and for ideas from abroad. Two of them are now asserting 
a new measure of intellectual independence from Russia. Others are critically 
balanced, looking toward both Russia and ourselves as sources of scientific 
knowledge and economic thought. The IMG countries are certainly among 
those that require the highest priority in our informational efforts. 

The books exported to these countries under IMG fall principally into four 
classes : 

1. Scientific, engineering, and medical books and manuals. 

2. Textbooks at the college level and, in the Philippines and to some extent 
*akistan, at lower school levels. 

3. Scholarly and university press books for research institutions and univers- 
ity libraries. 

4. Inexpensive paperbound books, carefully screened by IMG officials, to make 
available for a popular audience the best in American literature and thought, 
including current writing. 
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Exports fall into this pattern because these are the kinds of books that fill the 
specific and pressing needs of the countries concerned and that they are hence 
anxious to buy. 

It should be noted that though the informational media guaranty program is 
now administered within the United States Information Agency, and though, we 
believe, the flow of books under IMG makes a large and effective contribution to 
the information objectives of that agency, IMG has even broader objectives. 
Besides helping create a fuller understanding of American ideas and objectives, a 
more informed attitude toward the United States, and a more accurate com- 
prehension of communism, the export through IMG of publications of the sorts 
described above serves the following additional purpases : 

1. The program was originally authorized by Congress as a part of the economic 
aspects of the mutual security program. A very high proportion of the books 
shipped under IMG are scientific, technical, medical, and agricultural textbooks 
and manuals, imported for immediate use in the expanding economies of those 
countries. This flow of technical information continues to serve a basically 
important purpose in economic development. 

2. It helps to provide the basic resources, in terms of textbooks and library 
holdings, needed to meet the tremendous educational needs of the participating 
countries. 

3. It helps to create bonds of cultural understanding between the IMG coun- 
tries, most of which have been cut off by economic or other barriers from free 
cultural interchanges, and the United States and other friendly western countries. 

4. The scientific and technical materials exported play a significant role in 
developing the military power of those countries with which we have mutual 
defense agreements. 

5. The export of American technical publications, including technical periodi- 
cals, is an important basis for trade expansion. People who have studied electric 
generators from an American textbook and kept up with developments through 
American technical journals (including their advertising) are likely to buy 
American generators when need arises, and the like is true for other products. 

Since IMG serves the general ends of American foreign policy, supporting pro- 
grams not only of USIA but also of the State Department, the Defense Depart- 
ment, and the International Cooperation Administration, such appropriations as 
may be necessary to replenish its revolving fund should, we believe, be considered 
in the light of these broader objectives. 

Finally, I should like to emphasize the extraordinary importance of stability 
and continuity in the IMG program if it is to accomplish what it is intended to do. 
Continuity is, of course, mportant in any informational program. In IMG it is 
imperative, because the success of the program depends on the confidence with 
which individual publishers can undertake more or less long-range efforts to 
develop the use of American books, magazines, and newspapers in these countries. 

If publishers and exporters merely sit back and handle under IMG those orders 
that come in unsolicited or with little effort, the effect in extending the American 
informational effort will be small indeed. Except for the Philippines, the IMG 
countries have not previously looked to the United States as a main source of their 
knowledge and ideas. Channels for the distribution of publications to those 
countries are still imperfectly developed. Importers, wholesalers, booksellers, 
educators, and librarians still need to learn much more about American publica- 
tions before they achieve anything like their full potential use. The educational 
systems of the IMG countries are in most cases newly emerging. Their new 
universities are growing with almost explosive speed. These countries are look- 
ing to us, to Europe, and to Russia for educational help, ideas, and stimulus. We 
must make a special effort to develop this new audience for American publica- 
tions. Catalogs must be prepared and mailed, salesmen sent out, book exhibits 
financed, and other promotional efforts undertaken. These steps are expensive, 
and any really profitable commercial return from them is likely to be very long- 
range indeed. But they cannot achieve even their short-range effect unless dollar 
exchange can be dependably available to cover the orders that will come in 1, 2, or 
3 years hence as a result of sales efforts made now. Publishers cannot actively 
and vigorously help shoulder the task of bringing information from this country 
to such countries as Indonesia or Vietnam or Poland unless they can be reasonably 
sure that next year they can actually ship the books which their sales effort this 
year will have made known to the citizens of those countries. 

For this reason it is important—indeed it is essential—to the success of IMG 
that the revolving fund be sustained dependably at a level that will permit as 
large a flow of useful informational materials to the IMG countries as we can 
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achieve. This does not mean that there need be large losses or large annual 
appropriations to replace them. On the contrary, by renegotiation when neces- 
sary of the IMG agreeements and by other means any losses can be confined to 
those countries and those amounts that, in the judgment of the United States 
Information Agency and the Congress, are justified as basic informational ex- 
penditures in the national interest. 

It does, however, mean that the IMG revolving fund should be thought of as 
the working capital of a joint Government-industry effort to overcome the foreign 
exchange barriers to spreading our message in critical countries. Like the work- 
ing capital of any other enterprise, it needs to be kept large enough to allow the 
job to be done aggressively and well. 

We believe that S. 3417 provides a soundly conceived, carefully safeguarded 
way todothis. We urge its adoption. 


Senator Humpnrry. I just want to say I fully support the position 
you have placed before us and I think you are in good shape with the 
administration and several members of the committee. 

I cannot see how you can do anything else but succeed. 

Mr. Lacy. Thank you, sir. 

Senator Sparkman. The next witness is Mr, Ranald Hobbs of the 
American Textbook Publishers Institute. 


STATEMENT OF RANALD HOBBS, AMERICAN TEXTBOOK 
PUBLISHERS INSTITUTE 


Mr. Hosgss. I am supporting the same thing. 

Senator SparKMAN. I just whispered something to Senator Hum- 
phrey. I used to practice law and one of the principles I learned was 
this: When the judge is with you, quit talking. 

Mr. Hosps. I have another phrase that covers the same thing that 
I learned many years ago, and that went something like this: You are 


in the end zone, stop running. 
Senator Sparkman. That is right. That is just a hint, of course. 
Proceed as you wish. 


IMPORTANCE OF IMG PROGRAM 


Mr. Hoss. I will say this briefly, Mr. Senator. My name is Ranald 
Hobbs. I represent my own company, of course, but. particularly 
the American Textbook Publishers Institute which is a combination, 
an association of some 75 text, technical, and reference book publishers 
in this country which in turn represent something in the neighbor- 
hood of 90 percent of the educational, technical, and text book : mate- 
rials made available. As you have observed the statement, I do not 
believe I need to go into any detail whatsoever. The institute cer- 

tainly ardently supports the IMG program. It is absolutely essential 
to the dissemination of our materials, the distribution of our books 
abroad in the critical countries. 

I would like to make one personal observation here. - In the complex 
of the power politics that is going on in this world we have one tre- 
mendous advantage in that we are producing materials in English, 
in the English language. I was in the Far East last spring and I was 
frankly amazed at the wide use of English. This is an asset that this 
country would be absolutely stupid not to maintain in its printed 
materials. 

To curtail IMG in any regard it seems to me would be foolhardy. 
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COST OF IMG PROGRAM 


Senator Morse. Mr. Chairman, I missed one point, coming in late. 
What is the cost of this program ? 

Mr. Hosss. The cost of the program, the original cost was I believe 
$28 million. 

Mr. Lacy. I can perhaps speak to that. There was an original re- 
volving fund, Senator, established of about $28 million which has 
been operating over a period of about 10 years. It has been subject to 
depletion from several causes that I mentioned earlier. 

I do not have the exact figures, but the total depletion over that 
10-year period is a matter of about $6 million. 

Senator SparKMAN. It is not replenished by this 1-percent pre- 
mium ¢ 

Mr. Lacy. No, sir; that is not enough to replenish the losses. It 
does largely offset the salary costs of administering the program. 
7 The statement by Mr. Beers for the United States Information 
Agency which was filed yesterday has a very detailed analysis of 
the cost figures on it. I would anticipate they would be much less in 
the future than in the past for various reasons, as pointed out in his 
statement. 


eee 


————a 
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USIA AND THE IMG PROGRAM 


Senator Morse. The United States Information Agency is the me- 
dium or conduit for the distribution of most of this material ? 

Mr. Lacy. No, sir. Actually, it is to provide an opportunity for the 
private distribution of published material in these countries through 
making available facilities for the conversion of local currencies to 
dollars in those countries where dollars are not available for the im- 
port of informational materials. 

Senator Morse. What relationship, if any, do you have with the 
United States Information Agency ? 

Mr. Lacy. They administer the program, sir. They issue the con- 
tracts. 

Senator Morse. That is what I am trying to find out. The United 
| States Information Agency is the administrative agency of the pro- 
gram. 

Mr. Lacy. Yes, sir. 

Mr. Hosrs. That is correct. 

Senator Morse. All I want to say, Mr. Chairman, is in the diseus- 
sion as to where you are going to get the funds, I am for transferring 
some military funds to this purpose, which will be more peaceful than 
jet bombers. 

Mr. Hosps. The publishing industry, Mr. Senator, would certainly 
be heartened by such a position. 

Senator Morse. I wish the publishing industry would do more of 
that, though, in its public relations. 

Senator Sparkman. Thank you, Mr. Hobbs. 


BOOKS EXPORTED ABROAD 


Senator Humpnrey. Before the witness leaves, Mr. Chairman, I 
want to ask a point of clarification. 
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A couple of years ago we attached an amendment to mutual secu- 
rity providing an additional $ $5 million of funds for paperbacks—you 
know, cheap books, 

Mr. Hopps. Yes. 

Senator Humrurey. And we finally got that program underway, 
for example, in Japan and certain other countries. 

Does this tie in with that ¢ 

Mr. Hoss. Only correlatively. It is not, I believe, a part of the 
program per se, but it certainly is a part of the IMG objective in 
terms of the operation. 

Senator Humpurey. In Public Law 480 funds recently, in the 
Senate bill, an amendment was made to the law dealing with the 
utilization of American-owned foreign currencies for purposes of 
translations, books, periodicals, educational material, and so forth. I 
do not know if you are aware of that. 

Mr. Lacy. Yes, sir. 

Senator Humrurey. This ties into the total objectives of the infor- 
mational guaranty program. 

Mr. Hops. Yes: it does. 

Mr. Lacy. A very substantial portion of the books exported under 
the infor et media guar anty program are expensive books which, 
of course, reach a broad audience in these countries. 

Somaton Humpurey. One of the things I am interested in is the 
scientific journals, the technical journals which, for the moment at 
least, and I imagine for some time, will have a great deal of so-called 
customer attraction. 

The young people in other countries are very keenly concerned about 
this. 

Mr. Hopss. Yes. 

Senator Humpurey. This program involves such; does it not? 

Mr. Hopps. That is correct ; yes, it does. 


THE ASSET OF THE ENGLISH LANGUAGE 


Senator Morse. I think Mr. Lacy and Mr. Hobbs have made a point 
here that needs to be particularly stressed, and that is the asset we 
have in the English language. Through such a program as this, 
here is a media for getting across the great idealism of this country 
in this great cause for peace. 

My work this last fall abroad in India and the Asiatic countries 
convinced me that we have a great medium here that we are not 
beginning to make the maximum use of. 

T sat in Bangalore, India, and checked the records of what we are 
doing through our information service. 

Better than 375 people a day sit down there and read the English 
language; in Caleutta, better than a thousand; in Madras, better than 
450; and in New Delhi, better than a thousand. 

And then we get into hassels here every year in regard to appropria- 
tions as to whether or not we are not giving too much money to this 
great weapon of peace. 

I am glad to get these representatives of the book publishers here 
on our side. I vet so discouraged with journalists generally in this 
great need for spreading this program, and so I meant it when I said, 
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Mr. Chairman, I am for cutting down on military —_— and 
ee some peace appropriations through such a program as 
this. 


(The statement of Mr. Hobbs is as follows :) 


STATEMENT BY RANALD Hosss, SecRETARY, AMERICAN TEXTBOOK PUBLISHERS 
INSTITUTE 


My name is Ranald P. Hobbs. I am executive vice president of Rinehart 
& Co., Inc., 232 Madison Avenue, New York, N. Y., and manager of Rinehart’s 
college textbook and technical departments. I am here also as secretary of the 
American Textbook Publishers Institute and acting chairman of its Foreign Edu- 
cation Committee. The institute is the professional association of America’s 
educational book publishers. The 72-member publishers of the American Text- 
book Publishers Institute, located in all parts of the United States, produce not 
less than 90 percent of all elementary, secondary, and college textbooks and basic 
reference works used in our educational systems. 

As textbook publishers we feel a special obligation to serve not only the vital 
needs of our own schools and colleges, but those abroad, especially in the newly 
independent nations. Since the end of the Second World War we have all seen 
historic changes occurring in the world, and virtually every country in the Middle 
East, Asia, and Africa that has achieved independence has looked to us for 
advice and help in reorganizing their educational systems. The craving for edu- 
cation in these countries is phenomenal, the obstacles real and critical. First, we 
see that 75 percent of the world’s illiterate population of more than 700 million 
adults live in Asia and another 15 percent in Africa. Great strides are being 
made in these areas to conquer illiteracy, train teachers, build schools, and also 
with the help of public and private agencies in this country, to learn the English 
language. 

American textbooks play an indispensable part in helping fulfill these national 
aspirations. They not only convey needed information in all fields and subjects 
to the educators, researchers, graduate, and undergraduate students who are 
the leaders of the intellectual and political life of their own countries, but they 
reflect the sound teaching and effective learning techniques which educators from 
abroad recognize and wish to adapt to their local requirements. Our textbooks 
also convey an immediate sense of America itself: our history and culture, our 
democratic traditions, our technological and sociological achievements. 

If we are to continue to satisfy these basic educational needs, the informational 
media guaranty program must be continued, as Senator Mansfield’s subcommittee 
report recommended, until foreign exchange is freely convertible everywhere. 
If it is not, imports and local production of American textbooks in such strategic 
countries as Pakistan, Indonesia, and the Philippines would cease entirely. For 
example, at the invitation of the Ministry of Education in Pakistan, American 
editors and authors have helped produce elementary textbooks actually based 
on American materials. Some publishers have also been able to alleviate some- 
what the critical shortage of textbooks in Philippine schools under the IMG 
program not only by direct exports but by sending the plates of American ele- 
mentary texts over there and having the books printed and bound locally. Only 
IMG makes it possible for some of this dollar investment to be recovered to com- 
pensate private enterprise for assuming its share of responsibility in trying to 
improve and sustain educational standards in that key republic. 

In view of the strategic importance of the IMG program and its very modest 
yearly cost to the United States Government, I should like to support 8S. 3147, 
authorizing annual appropriations to replenish the revolving fund, so that con- 
tinuity of the program will be assured. It would be virtually impossible for 
textbook publishers to carry on foreign business in countries dependent on the 
IMG program if such continuity is not established, for many months elapse 
between the time a sale is arranged and the books are put in the hands of the 
students who need them. Unless we were reasonably certain that the pro- 
gram would be continued, in the next fiscal year, we could not now undertake 
to accept orders for books to be used in connection with classes next fall and 
winter. 

There are 1 or 2 other aspects of the IMG program I would like to comment 
on. I realize that this committee is not immediately concerned with the over- 
all size of the program, that is, the actual amount of dollars that may be avail- 
able for currency conversion, but I would like to point out two closely related 
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problems to which the committee may want to refer in its report. The first 
relates to the size of the revolving fund. Since the United States Information 
Agency regards maximum use of the IMG program as a vital supplement to its 
own overseas book programs, it is important that the revolving fund be suf- 
ficient to cover the whole commercial market for eligible books in countries 
where the program is operative, so that artificial restrictions or ceilings do not 
have to be applied to exports through normal commercial and educational chan- 
nels. The revolving fund ought also to be large enough to permit agreements 
to be concluded with additional countries as the need arises. We appreciate 
the fact that, in certain instances, quotas have to be applied where our Govern- 
ment incurs losses in the sale of foreign currencies or where restrictions as to 
their use are insisted upon by the host government. When quotas cannot be 
avoided, we feel that they should be administered in such a way as to disturb 
as little as possible the normal pattern of trade. 

In conclusion I should like to express in behalf of the American Textbook 
Publishers Institute our appreciation to Senator Mansfield and the members 
of his subcommittee who showed such a sympathetic and thorough understand- 
ing of the nature and importance of the IMG program, and to this committee 
for the opportunity to present our views. 


Senator Sparkman. Thank you, gentlemen. The next witness is 
Mr. Val Brake. 

Mr. Brake, come right around, please, sir. 

Mr. Brake, we have copies of your prepared statement. It will be 
placed in full in the record. 


STATEMENT OF VAL BRAKE, COSMOS, LTD., INC. 


Mr. Brake. Because this statement is short, I would like to read it. 
I think it places special emphasis on a rather obscure part or problem 
connected with this program. 

My name is Val Brake and I appear in behalf of Cosmos Ltd., Inc., 
of Hanover, Pa., to speak in favor of Senate bill 3417, dealing with 
the informational media guaranty program. I am comptroller of 
that corporation. I ask you to include my full statement in the 
record, 

Senator Sparkman. That will be done. 


INTEREST ABROAD IN AMERICAN FASHIONS 


Mr. Braker. Cosmos Ltd., Inc., through subsidiary corporations is 
engaged in the distribution of fashion magazines to countries in 
Europe, Asia, and Africa. 

In accordance with the information media guaranty program we 
have sold magazines pursuant to IMG contracts in Formosa, Pakistan, 
Vietnam, the Philippines, Spain, Israel, and Indonesia. We are at- 
tempting to sell the magazines in Poland. I am enclosing a list of the 
magazines ordered by these countries for the last year. 

It may not be immediately obvious how important it is to the United 
States that magazines such as we are selling should receive the widest 
possible distribution in these foreign countries. It is, however, clear 
to us from the reception which our magazines have received in these 
countries and the information we have obtained from the nationals of 
these countries that the distribution of magazines such as ours play a 
vital role in selling the American way of life abroad. The war of ideas 
with Russia and Russian-dominated countries, about which you are 
all too familiar, must be waged not only on theoretical and philo- 
sophical levels but must be addressed to the common men and women 
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of every country. We have found that women throughout the world 
are intensely interested in American fashions for both women and 
children. 

The friendships that they have for the United States and their re- 


ceptiveness to American ideas is stimulated and fostered through their 


acceptance of all aspects of American culture including American 
fashions. 

Attached to my formal statements are copies of the magazines which 
we distribute. 

I have given these copies to the clerk and I urge you to look at them 
later. 

These magazines are sold by us for 18 cents and 25 cents a copy. 
They are not t high- style magazines but they are magazines directed for 
the interest of the average woman in foreign countries who wants to 
learn how the average American woman dresses. 

I should in particular like to call to your attention an unsolicited 
communication which we have received from Indonesia. As you are 
aware, with the forced evacuation of the Dutch, a cultural vacuum 
has been created in Indonesia and it remains to be seen whether we 
or the Russians are the first to fill this vacuum. The Indonesians 
themselves are aware of this and our distributor in Indonesia recog- 
nizes fully the role which magazines such as ours play in filling this 
cultural vacuum. Let me read this one paragraph from our dis- 
tributor in Jakarta: 

Behind just this small-business transaction, we are actually in a way Ameri- 
canizing our own young girls and ladies specifically in their clothings and 


promoting the American way of life in general through this fashion parade to 
the whole Indonesian people. If you may allow us to point out that this small- 


looking factor plays a great and important role in the further character forming, 
and future life opinion of our youngsters. 

Our sales in Indonesia are on the increase. The Indonesian Gov- 
ernment has agreed to permit us for the year ending April 1959, to 
sell $145,000 worth of our magazines in Indonesia. Despite this the 
Information Agency has thus far for this same year offered us a 
contract to cover only $20,000 worth of magazines. a very serious 
deficit in our minds. Asa matter of fact our initial shipment for this 
year will amount to some $33,000 worth of magazines and the Infor- 
mation Agency has, therefore, not even given us enough coverage 
to take care of our first order. 


MAKING SUFFICIENT FUNDS AVAILABLE FOR IMG PROGRAM 


Leaving aside the importance to my own company of sales in 
Indonesia—and I should like to add that we are not a very large 
company—TI cannot believe that Congress will permit the informa- 
tion media guaranty program to hobble along on one cylinder so as 
to prevent the widest distribution possible in countries such as Indo- 
nesia of magazines which the Indonesian people want and more im- 
portant which the Indonesian Government will permit to be im- 
ported and sold in Indonesia. 

We urge this committee to establish a program which will allow 
sufficient “funds so that magazines such as ours can be shipped to 
those countries where vital ideological warfare is going on. We urge 
that when the IMG program is set up on an appropriations basis that 
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sufficient funds be made available so that any imports permitted by 
foreign countries such as Indonesia will be covered by IMG con- 
tracts issued by the Information Agency. 

To do less is to permit the Russians to sell their ideas to the com- 
mon men and women of these countries in order that we may save a 
few dollars. Needless to say when we view the total cost of our 
military and assistance programs we think it will be clear to all that 
any such action is penny wise, pound foolish. 

I thank you for the opportunity of appearing here today. 

(The appendix to Mr. Brake’s statement is as follows:) 


Vagazine shipments, IMG countries 


Country | Fall | Holiday | Spring | Summer 
1958 1958 1958 | 1958 
| 

Formosa: | | 
Lana Lobell___. \ ; ‘ snktea 3, 000 | 1, 200 5, 500 | 4, 500 
Juliet : . 400 | 500 | 500 | 400 
Children’s Fashions 400 | None 200 | 200 
Grace Smart > , 400 |- , 500 | 1, 600 

Indonesia: | 
Lana Lobell._._. ? ; 20, 000 25, 000 000 | 50, 000 
Juliet 3,900 | 10, 000 5,000 | 25, 000 
Children’s Fashions , 000 10, 000 5, 000 | 25, 000 
Grace Smart. -. &, 000 i, 000 24, 000 

Israel: | 
Lana Lobell_ __- | 3, 500 . , 000 4, 000 
Juliet , 500 q 300 250 
Children’s Fashions 500 5 100 100 
Grace Smart. - ‘ } 400 | None | 300 

Pakistan: | | 
Lana Lobell 600 | 00 | 800 800 
Juliet- None : 300 300 
Children’s Fashions 300 : 600 | 600 
Grace Smart 200 300 300 

Philippines: | 
Lana Lobell__._- 5, 600 15, } 25, 000 | 35, 000 
Juliet : : 5, 000 3, } 3, 500 6, 000 
Children’s Fashions | , 000 z: , 000 1, 000 
Grace Smart 3, 500 3, 500 4, 000 

Spain: 

Lana Lobell 55, 000 red 55, 50, 000 
Juliet 3, 500 | 2, 2, 000 5, 000 
Children’s Fashions 2, 000 | : fi 2, 000 
Grace Smart 2, 000 2, 2, 500 

Vietnam: 

Lana Lobell 500 5 1, 200 
Juliet 300 : 300 | 300 
Children’s Fashions 300 300 | ‘ 300 
Grace Smart. .......... 300 | i 300 


LeEcTuRA, N. V., 
Djakarta, February 1, 1958. 
Mr. B. Leavitt, 
President, Cosmos Limited-Asia Ine., 
Hanover, Pa., United States of America. 

Dear Mr. Leavirr: As we have previously written to you our minimum order 
for the midsummer issue 1958 of your publications will be as follow : 50,000 copies 
Lana Lobell, 25,000 copies Juliet, 25,000 copies Children’s Fashions, 25,000 copies 
Grace Smart. And our further order for respectively the fall 1958, holiday 1958, 
and spring 1959 issues will also amount to about the same quantities, with just 
a little fluctuation of about 10 percent decrease with regard to the cold season 
issues, but we hope we can increase our order for spring 1959 in due course, 

Therefore, would you please endeavor to obtain enough IMG funds for your 
new contract, for the period beginning March 1, 1958, until February 28, 1959. 
As we have notified you before our Government had fully approved for your 
application regarding the above new contract period, for the amount of $145,000. 
We assume that the high official handling the IMG funds with the Ministry of 
Foreign Affairs happened to be a very understanding person. who could also 
see our point of view regarding the importation of your beautiful and beneficial 
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American fashion magazines for our young people, who are very anxious to 
develop themselves and their country. 7 

Our sole purpose of trebling our orders for the new IMG contract period 
beginning March 1, 1958, is not only seen through the business point of view, 
but also due to the total stoppage of the importation of such fashion magazines 
from western European countries in December 1957, we would like to help the 
young girls/ladies specifically and the young people in general of our country 
maintain their cultural contacts with the free world through American magazines 
and books, which we presume will be highly beneficial to our people as well as 
to your country. Otherwise, we have heard rumors that the countries behind 
the Iron Curtain are endeavoring to sell their magazines/books at such a very 
fantastic low price to our country, replacing the gap existing through the New 
Guinea action. 

We earnestly hope that the high officials of your State Department will see 
this very important factor and take it into consideration while they are preparing 
allotments for new contracts. 

Behind just this small business transaction, we are actually in a way Ameri- 
eanizing our own young girls and ladies specifically in their clothing and pro- 
moting the American way of life in general through this fashion parade to the 
whole Indonesian people. If you may allow us to point out that this small looking 
factor plays a great and important role in the further character-forming, and 
future life-opinion of our youngsters. 

We feel confident enough that you would also be able to see the sound and 
mutually beneficial intention of us, in promoting our business relation. 

Hoping that we may receive good news from you in the near future, we are, 

Yours very truly, 
Tsnic Ste Hox, 
Sales Promotion Department. 


CoHN & MARKS, 
Washington, D. C., March 4, 1958. 
Mr. Rosert M. Beers, 
Chief Informational Media Guaranty Branch, 
Information Center Service, 
United States Information Agency, Washington, D. C. 


Dear Mr. BEERs: I am writing you with respect to the pending application of 
Cosmos Limited, Inc., for renewal of the Indonesian contract. As you will recall 
we have requested that the face amount of the new contract be $145,000 and the 
Indonesian Government has given its consent to a contract in this amount. 

It is our understanding that because of the problems your agency has in assign- 
ing funds near the end of the current fiscal year, you will be unable to issue a 
contract in this amount at this time. The purpose of this letter is to indicate 
to you the importance to both our Government and Cosmos Limited, Inc., of 
your issuing an initial contract in the face amount of at least $35,000. 

I am enclosing herewith a copy of a letter I have received this day from Lana 
Lobell which describes the firm orders that Cosmos Limited now has for the 
shipment of magazines to Indonesia during the month of March. You will note 
that firm orders in the amount of $33,250 are now on hand and will have to be 
shipped during the month of March. 

May I point out that no additional shipments will be necessary during this 
fiscal year since these are the summer issues of the magazines and no additional 
issue will be ready before June 30, 1958. 

Accordingly, it is of the utmost importance that the initial contract make 
possible the shipment of the magazines now on order. 

Needless to say, the shipment of these magazines is important not only to 
Cosmos Limited but also the interests of the United States in connection with 
its relations with Indonesia. As you are aware, a cultural vacuum has been 
created in Indonesia as a result of the breach in relations between Indonesia 
and the Dutch. There is the greatest demand for United States publications 
since it is only our own publications which are available to the Indonesians if 
they are to read material from outside the Iron Curtain. 

I am also enclosing a copy of a letter which we have received from our dis- 
tributor dated February 1, 1958, the contents of which I have indicated to you 
previously on the phone. You will note that so far as the Indonesians are con- 
cerned, it is of extreme importance to young girls and women in Indonesia that 
they become acquainted with the American way of life through magazines such 
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as Cosmos Limited distributes in Indonesia. These magazines which are 
addressed to mass audiences in the language of our Indonesia distributor play 
“a great and important role in the further character-forming and future life- 
opinion of our youngsters”. 

It would appear that regardless of the total amount of the guaranty which 
you will issue to our company for Indonesia that in this present crucial period 
we should be put in a position to ship those magazines which are now on order. 

It is requested that you consider these matters in connection with any action 
you may make in establishing an initial face amount on our pending application 
for an Indonesian contract. 

If you desire any further information in connection with this matter, would 
you please communicate with me. 

Sincerely, 
Pavut Dostn. 


Mr. Brake. My purpose in appearing today is to ask that our 
request be reflected in the language of the committee in making its 
report or that appropriation amendment to the bill be made. 

Senator Sparkman. Thank you, Mr. Brake. We appreciate your 
presentation. 

I want at this time to put in the record a statement submitted by 
Dr. M. D. Mobley, executive secretary of the American Vocational 
Association, Inc. , of Washington, D. C. 

(The statement is as follows a 


STATEMENT BY M. D. Mosirey, EXECUTIVE SECRETARY, AMERICAN VOCATIONAL 
ASSOCIATION, INC., WASILINGTON, D. C. 


My name is M. D. Mobley. I am the executive secretary of the American 
Vocational Association, a 52-year-old professional organization with a member- 
ship of more than 30,000 vocational teachers, officials, school-board members, 
and others interested in the development and improvement of vocational edu- 
cation. I have devoted my entire career, totaling more than 35 years, in the 
field of education, serving as a teacher, principal of a school, a teacher-trainer, 
a State supervisor, and for 17 years as State director of vocational education in 
my home State of Georgia. 

Today I appear before this committee as a private citizen—although I am 
confident that the great majority of the members of the American Vocational 
Association would concur wholeheartedly in what I shall say. 

I am grateful for the opportunity to appear before this committee. This is 
the first time during my entire career that I have ever asked to appear before 
a congressional committee as a private citizen. I feel, however, that it is my 
civie duty to present certain facts and my considered views to members of this 
important committee. 

I hope the information I shall present will result in making one important part 
of the mutual security program more effective, and of greater benefit to the 
struggling underdeveloped countries of the world—especially to those countries, 
comprising about 25 percent of the world’s population, that have gained inde- 
pendence since the close of World War II. 

It is not my purpose to support or oppose the mutual security program as a 
whole. 

Instead, I would like to bring to your attention facts and my observations 
regarding the educational phase of the mutual security program in the foreign 
countries I have visited. 

Last year, at the request of ICA officials, I went on a special 3-month mission 
for our Government. It took me into four countries—Pakistan, India, Thailand, 
and the Philippines—that are receiving aid from the United States. In these 
four countries, I saw at firsthand the splendid work of American educators. 
especially those in the field of vocational-technical education. 

I left the United States a skeptic as to the good that might be done in 
assisting other nations with their education programs. I returned thoroughly 
convinced that American educators in the foreign countries I visited are doing 
an outstanding job. 

The vast majority of American educators are imbued with the spirit of the 
good Samaritan. They are in a sense missionaries. Their primary goal in life 
is to help others. Certainly no educator today hopes to accumulate riches. 
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In working with any people you do not fool them—certainly not for long. 
They know, or soon find out, if you are sincerely interested in helping them. 
True educators do not have to act. Helping others comes naturally to them 
and their efforts are soon recognized and appreciated. What I am trying to 
say is that true educators usually make friends wherever they go. I know that 
American educators are making friends for us in the countries I visited—and 
we could well afford to cultivate more friends in foreign countries. This is 
only a byproduct of the good American educators are doing. 

In the countries I visited there is no question but that the teachers and edu- 
eation officials have confidence in and respect for American educators who are 
working with them. These Americans are not only rendering an important 
education service but they are also making friends for the United States, which 
I think all of us will agree is greatly needed at this time. 

Three of the four countries I visited gained their independence since the close 
of World War II. As I studied their education problems and learned of the 
lack of education among the masses, I was reminded constantly of one of the 
famous statements made by Thomas Jefferson soon after the United States 
gained its independence. He once said, and I quote: 


“If a nation expects to be ignorant and free, 
It expects what never was and never will be.” 


In Pakistan, where I spent several weeks, only 15 percent of the population is 
able to read and write in any language. Pakistan, a new nation in an old land 
that gained its independence in 1946 ranks sixth in the world in total population. 
Of its more than 80 million people only about 12 million are literate in any 
language. Though some progress has been made in providing elementary and 
other basic education programs, there is still much to be done. I was told that 
not more than 50 percent of the eligible children are enrolled in elementary 
schools today. 

If this country, or any country, “expects to be ignorant and free, it expects 
what never was and never will be’. 

American educators are playing a tremendous role in helping underdeveloped 
nations formulate and develop vocational-technical training programs that will 
enable their masses to acquire skills and knowledge so that they can produce 
more and have more. This, in my estimation, is the most effective way to com- 
bat the spread of communism. 

Freedom and security are ideals that are essentially inseparable. Man can- 
not enjoy one without the other. Freedom means little to the man who is starving 
through no fault of his own. Security means little to the man who cannot also 
exercise his freedom of thought and his God-given individuality. 

American educators serving in the foreign countries are helping people to help 
themselves. The poorest way to help anyone is to give him something without 
effort on his part. If you educate a person—help him acquire skills and knowl- 
edge so he can become an efficient, independent producer—you have really con- 
tributed to his well-being. The same is true of a nation. 

Most impressive and encouraging to me in the countries I visited was the 
eagerness of the people to acquire education and training. In virtually all of 
the educational institutions I visited, from 2 to 4 times as many people who 
could be enrolled were turned away because of inadequate facilities. 

In one country posters on instructional equipment read somewhat as follows: 
“Donated by Our American friends.” 

I was told that these signs were placed on equipment—not by American educa- 
tors—but by the educators of the nation being served. 

Mr. Chairman, I would like to submit for inclusion following this formal state- 
ment excerpts from my official ICA report on my observations in two of the 
countries I visited and my impressions of the work being done by American 
educators. My reports are devoted primarily to the field of vocational-technical 
education, since my mission was to help officials develop plans to improve and 
expand programs in these fields of education. 

I have only one criticism of the overseas education programs sponsored by 
ICA. Not enough is being done in this field. 

I have another serious criticism that involves the organizational setup of 
ICA here in Washington. 

When I was being briefed for my mission I was amazed to find that in the 
ICA Washington office, education is relegated to a very low position. It is 
given, in fact, such low status that it is not even included on the ICA organiza- 
tional chart. 
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On inquiry I found that it is included in the Division of the Office of Public 
Services—which covers health, education, housing, police training, community 
development, public administration, and probably several other branches. 

In the foreign countries I visited the top education authorities serve at the 
Cabinet or Ministerial level. When they come to this country and have to go 
through several layers of people (most of whom know little or nothing about 
education) before they reach I. C. A.’s education authorities, they get the im- 
pression that education is not considered a very important function in this 
country. 

From my contacts with I. C. A. educators (though I do not know all of them) 
I am convinced they are fully competent and there is no need to hide them. We 
can well afford to be proud of them because they are willing, able educators, 
who have held important positions in this country. The education unit should 
be elevated to a position in the organization share that befits the great im- 
portance of this field of activity. I strongly recommend such action. 

Please keep in mind that I am not requesting an increase or a decrease in 
appropriations for the mutual security program. I do not know enough about 
the total program to take a stand on this matter. I merely ask, so long as the 
mutual security program is continued, Congress insists that a larger percent 
of whatever is appropriated be used for educational assistance in underde- 
veloped countries; and further, that this unit of the I. C. A. Washington office 
be elevated to a policymaking level that will command respect nationally and 
internationally. These things can be done regardless of the total amount of 
funds made available. 

Mr. Chairman, may I again thank you and members of the committee for the 
opportunity to appear before you. 


Excerrts From A REPORT ON VOCATIONAL EDUCATION PROGRAMS IN THAILAND 
AND THE PHILIPPINES MADE BY M. D. MosBLEY TO ICA WASHINGTON OF- 
FICIALS FoLLOwInG His Visit 10 THESE TWO COUNTRIES 


THAILAND 


Friday, November 8, 1957, Bangkok, Thailand 

Reported to Dr. Frank Holmes, Chief, Education Division, USOM, Bangkok, 
Thailand. After a brief conference, Dr. Holmes and I called on the Director 
of the USOM for Thailand. We discussed briefly the education program of the 
USOM, especially the vocational phase of the program. 

At noon I attended a luncheon conference with Dr. Holmes, Dr. D. R. Sherman, 
chief adviser, Wayne State University contract, and Dr. Robert Van Duin, As- 
sistant Chief, Education Division, USOM. At this luncheon plans were made 
for me to visit some vocational schools and to confer with various Thailand 
education officials. 

The entire afternoon of November 8 was spent at the Technical Institute at 
Bangkok. I visited all the shops and most of the classrooms. Much of the 
afternoon was spent in conference with the staff members of the Wayne State 
University contract, including the following: Dr. D. R. Sherman, chief adviser, 
Mr. John C. Comer, Jr., automotive adviser, Mr. William Dale Walls, industrial 
arts adviser, Mrs. Arlene A. Hoover, home economics adviser, Mr. Robert T. 
Austin, metal trades adviser, Mr. Charles Olree, printing trades adviser, and 
Mr. Sut Herabat, acting director, Technical Institute of Bangkok. I was very 
greatly impressed with the caliber of American advisers attached to the Techni- 
cal Institute at Bangkok. They are well qualified in their respective fields and 
are doing an excellent job. The vocational-technical program in operation at 
this institute, which was started only a few years ago, is very good. American 
personnel and aid has played a major role in the development and successful 
operation of this splendid institute. In 1952, rice was being grown on the land 
that now comprises the campus of the Technical Institute at Bangkok. The 
enrollment has increased from 91 students the first year the institution was in 
operation in 1952 to more than 4,200 at the present time. This is indeed a 
phenomenal growth and is indicative of the desire of the Thai people to receive 
vocational training in the trade and industrial field. 

After visiting virtually every shop and classroom at the institute, I conferred 
for 2 hours with the entire staff of advisers of the Wayne State University con- 
tract. The Wayne State University contract staff is certainly playing a major 
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role in helping this institute to carry on a creditable vocational education 
program. 
Monday, November 11, 1957 


During the forenoon of November 11, I visited the Wat Sraket carpenter 
school and the Patumwan engineering school. I was accompanied by Dr. D. R. 
Sherman, Mr. Robert P. Austin, metal trades adviser; Mr. Robert A. Rice, elec- 
trical trades adviser; and Mr. Sut Herabat, acting director of the Technical 
Institute in Bangkok. I was informed that there are some 75 carpenter schools 
located throughout Thailand. The one which I visited—so I was told—is 
among the best. If this is true, then the carpenter schools in Thailand are very 
poorly equipped and operated. They are indeed out of date. 

With the exception of a few power tools furnished by ICA, the Wat 
Sraket carpenter school has only a very few hand tools, most of which are 
obsolete. Even with the very limited and obsolete equipment and lack of ma- 
terials with which to work, a total of approximately 300 youths were enrolled. 
Approximately 900 had made application for enrollment. This is further evi- 
dence of the great interest in practical training. USOM officials for Thailand 
are taking steps to encourage development of additional vocational training 
programs as a part of the so-called carpenter schools. To date USOM officials, 
due to lack of personnel, have not been able to work closely with Thailand 
officials in an effort to improve programs and instruction in the carpenter schools. 
The lack of American assistance and advice is certainly in evidence by the 
programs in operation. 

Next we visited the Patumwan engineering school, which was started in 1932. 
Much of the equipment in use in this institution was evidently purchased soon 
after the school was opened. To date USOM officials for Thailand have not 
advised on the work of this institution. It provides quite a contrast to the 
Technical Institute at Bangkok, where ICA officials have provided leadership 
as well as modern equipment. 

The Patumwan engineering school should not be called an engineering school 
nor a trade school. The students pursue the same curriculum with little or no 
effort of specialization in one occupational field. The enrollment of 2,597 stu- 
dents is still further evidence of the interest of the youths in Thailand in voca- 
tional and technical education. The enrollment at the school has pyramided 
in recent years. The young people are so anxious for education of a practical 
nature that they are willing and anxious to enroll in any school, regardless of 
the quality of the instruction offered. 

While at this institution I met and conferred with Mr. Silthipoh Plachevin, 
headmaster of the Patumwan engineering school, and Mr. Toh Jalamigroh, con- 
sulting engineer for the school. 

After visiting the two institutions mentioned above that have not been served 
by ICA officials and comparing them with the Technical Institute at Bangkok, 
I am convinced that USOM officials for Thailand have made a very great con- 
tribution to the improvement of vocational education in the trade and industrial 
field in the institutions in which they are serving. 

At noon I attended a luncheon and conferred with members of the Wayne 
State University contract staff and Mr. Sanan Swmitra, Director General, De- 
partment of Vocational Education, Ministry of Education for Thailand. Mr. 
Swmitra was very enthusiastic with the progress being made in the field of 
vocational education in Thailand and appeared most cooperative in working with 
USOM officials concerned with vocational and technical education. 


Tuesday, November 12, 1957 


In company with Dr. Frank Holmes, T visited the United States Embassy in 
Bangkok, where I was briefed by Mr. Douglas Baston on the political situation 
in Thailand. This happened to be the same man who briefed me in 1947 when 
I was sent on a vocational education mission to Germany for the War 
Department. 

During the remainder of the morning I conferred with A. C. Hale who has 
served with the education division of USOM for Thailand for 4 years. I 
learned from Dr. Holmes that Mr. Hale has done a very splended job during 
the period he has served in Thailand. He has played an important role in 
helping to improve instruction in 16 agriculture schools scattered throughout 
Thailand. The 9 schools with which he had worked have an enrollment of 
more than 2,000 students. Mr. William Shumate who has worked with the 
other seven schools was on a field trip and I did not get to see him. 
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Following the conference with Mr. Hale, Dr. Holmes spent some time with 
me reviewing the entire USOM Thailand program of education. He pointed 
out that they have given special attention to the training of teachers for all 
phases of education, both preemployment and inservice training programs 
have been developed. This certainly makes sense to me since one of the great 
needs in Thailand is better prepared teachers. Then too, this procedure makes 
it possible to greatly influence education development and improvement with 
limited funds. 

From observations and personal conferences, I am thoroughly convinced 
that the USOM Thailand education division under the able leadership of Dr. 
Frank Holmes is doing a superb job. The efforts of Dr. Holmes and members 
of his staff are already being felt and in time the contributions of United States 
education personnel will result in a more adequate and improved program of 
education in Thailand. Dr. Holmes and his entire staff certainly have their 
feet on the ground and are dealing with down-to-earth basic problems in all 
major fields of education. 

At noon I had as my guest for lunch at the Erawan Hotel, Dr. Holmes, Dr. 
Little, Dr. Sherman, and Mr. Haie. Following the luncheon I spent some time 
with Dr. Sherman and Mr. Hale discussing ways and means to make vocational 
education programs more effective. We also discussed the preparation of an 
article dealing with vocational education in Thailand to be used in some future 
issue of the American Vocational Journal. 


MANILA, REPUBLIC OF THE PHILIPPINES 


Sunday, November 17, 1957 

On Sunday evening, Mrs. Mobley and I were the honor guests at a steak 
dinner given by Mr. and Mrs. Liebendorfer. Approximately 40 people in- 
cluding top ICA officials and the top education officers of the Philippines were 
present. It was indeed a very splendid affair. It gave us opportunity to re- 
new our friendship with some old friends and to meet top education officials 
of ICA and the Philippines with whom we were associated during our stay 
in this new Republic. A number of the Filipino officers made talks in which 
they praised highly the American ICA personnel and the role they have played in 
helping this young nation with advice and facilities for developing practical 
programs of education so needed by the masses. From their talks and later ex- 
periences I was thoroughly convinced that American personnel have done a 
magnificient job not only in helping Filipino officials develop sound worthwhile 
programs of education but have also conducted themselves in such a manner as 
to win and hold the love and esteem of the Filipino people. They demonstrated 
to me that they are fully aware of the fact that America will not interfere 
in the running of their country but only in helping them to develop programs 
and facilities that will guarantee the independence and well-being of this 
new Republic. 


Monday, November 18, 1957 


On this date I reported to Dr. Noel T. Meyers’ office where he and members 
of his vocational staff briefed me on the programs and activities of the edu- 
cation division of the operations mission to the Philippines. I was tremendously 
impressed with the color slides depicting programs and facilities available and 
in operation in the Philippines. These slides certainly showed that great prog- 
ress has been made and is being made in the development of a sound and ef- 
fective program of vocational education in all of its branches. 

Though Dr. Meyers has just arrived on the scene in Manila I am confident that 
he will give outstanding leadership as the chief of the education division of 
operations mission to the Philippines. He has a very good philosophy of edu- 
cation and understands the purpose, functions, and relationships of all phases of 
education. 

At noon on this day I had lunch with Mr. Liebendorfer who further briefed me 
on ICA activities in the field of trade and industrial education. 

At 1:30 p. m. Monday, November 18, I visited the bureau of public schools 
where I was briefed by Dr. Pedro G. Guiang, assistant director of publie schools 
in charge of vocational education. After a short briefing, we visited a large 
room where various items made in vocational schools were on display. These 
items produced by vocational students while in training were certainly indica- 
tive of the quality of work being done. 
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From 8: 30 to 5: 30 we visited the Philippine School of Arts and Trades located 
in Manila. Here we had opportunity to see firsthand the splendid work being 
done by the department of education Stanford University contract group headed 
by Dr. J. Graham Sullivan. We conferred briefly with the advisers in several 
of the specialized fields, such as auto mechanics, wood patternmaking and ma- 
chine shop. I was greatly impressed with the work of these American advisers 
who had on their working clothes and were demonstrating how to do rather than 
lecturing on the theory of doing. 

This school (PSAT) would be classed as a good vocational school anywhere. 
There was every evidence that the students had been carefully selected on the 
basis of their interest in and ability to profit by the instruction. We were ac- 
companied to this school by Mr. Ronudo Mendoza, chief of the trade and indus- 
trial division of the bureau of public schools, as well as other officials, both 
Filipinos and Americans. 

Monday evening, Mrs. Mobley and I were guests for dinner in the home of 
Dr. and Mrs. Noel T. Meyers. A member of the top ICA vocational educationists 
and their wives were also guests at this dinner. 


Tuesday, November 19 
At 7 a. m. on this day we left by automobile for a 2-day trip during which 
time we visited the following institutions : 
1. Bulancana, National Agricultural High School, San Ildefonso, Bulacan 
2. Central Luzon School of Arts and Trades, Cabantuan City 
8. Central Luzon Agricultural College, Nueva Ecija, Philippines 

We spent the night in the guesthouse of the Central Luzon Agricultural College. 

At the Bulancana National Agricultural High School, 1 of 19 such institutions 
in the Philippines, we visited some of the livestock projects of the students in 
this school. I was greatly impressed by the type of students enrolled in this 
school and ability of the instructors and officials of the institution. 

I was thoroughly convinced that Harold L. Kugler, ICA vocational education- 
ist in agriculture has played a most important role in helping this school, its 
teachers, and officials develop and maintain a worthwhile program of vocational 
education in agriculture. Mr. Kugler is a very able man. ICA officials would 
doa well to keep and eye on him, He is young, well trained, and possesses much 
stamina and drive. He should go far in Foreign Service, if he continues in the 
program on a career basis. 

We next visited the Central Luzon School of Arts and Trades. Here again I 
found the utmost confidence in American personnel by both the instructors and 
officials of the school. Gene F. Liebendorfer, the ICA vocational educationist 
in trade and industry, has without a doubt played an important role in helping 
this school develop and maintain a quality program of trade and industrial 
education. Mr. Liebendorfer demonstrated his unique ability to work with the 
Filipino instructors and officials. The Filipinos certainly have great confidence 
in him. Here again is a man with much ability and stamina. ICA officials 
would certainly do well to keep an eye on him. 


Wednesday, November 20 

The outstanding developments at the Central Luzon Agricultural College are 
almost phenomenal. The president of this institution, Arcadio G. Mantela, is a 
very able and conscientious individual. He possesses unique ability in the field of 
public relations. 

This institute has an enrollment of approximately 2,700 students. About 1,200 
are enrolled in the secondary school program and approximately 1,500 at the 
college level. 

In 1957, a total of more than 4,000 youths who made application for enrollment 
were rejected because of lack of facilities. Here again is evidence of the desire 
of the people in this new Republic to obtain practical education. President 
Matela told me that one of his hardest tasks is that of turning away youths 
who desire enrollment in the Central Luzon Agricultural College. This also poses 
a political problem for him because politicians from all parts of the Republic 
pressure him to enroll students when there is no room for them at the institution. 

From 8 a. m. to 10 a. m. on Wednesday, November 20, we visited classrooms, 
shops, and other facilities at the Central Luzon Agricultural College. I was 
greatly impressed with the students and the facilities. Here, as was true at other 
institutions I visited in the Philippines, I saw signs attached to equipment 
announcing that “this piece of equipment was donated by the United States of 
America.” In the Philippines more than any other country I visited I found the 
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Filipino teachers and officials anxious to inform the student body of the important 
role the United States has played in giving the Filipinos their independence and 
in lending assistance in a very material way to help the nation get on its feet. 
I am convinced that what the United States has done for the Filipinos stands 
as a bright and shining example for the people and officials of other nations 
to see that the United States of America has no territorial ambitions but instead 
is interested in helping free nations find a better way of life. 

At 10:30 I was the guest of honor and principal speaker at a convocation. 
Attached is a copy of program. As we marched down the aisle between the 2,000 
students in the assembly hall, 200 of whom had to stand, I was never more 
thrilled and moved in all my career. I could feel the warmth of the student 
body, their admiration and esteem for Americans. 

After lunch in the president’s home with members of the teaching staff and 
American personnel, we left by car for Manila where we arrived about 5: 30 p. m. 

At 7: 30 on this evening we were entertained at dinner by Dr. and Mrs. Bonard 
Wilson. Here we had opportunity to greet some old friends and to make the 
acquaintance with a very able and influential Filipino couple. Mr. and Mrs. Frate 
Buli, whom we had known for a number of years, were among the guests. 

At 9 a. m., November 21, we left Manila fully convinced that vocational educa- . 
tion in the Philippines is indeed making very satisfactory progress and that 
American and Filipino officials in this field of education are dedicated people, 
devoted to their work. 

Senator Sparkman. I am going to vary from the list a little bit 
now because we have one witness here who must leave right away, 
so we will pass over and call on Mr. Haridas T. Muzumdar. 

Mr. Muzumdar will you come around, please, sir. We have copies 
of your statement before us. You may proceed in your own way. We 
are glad to have you. 

Senator Hickentoorrr. Mr. Chairman, may I exercise a little 
privilege? — 

Senator Sparkman. Being from Iowa, you are entitled to that 
privilege. 

Senator HickenLoorrr. I would like to introduce to this committee 
Dr. Muzumdar, an old friend of mine whom I have known for years. 
He is a professor of sociology at one of our fine colleges, Cornell Col- 
lege, which, incidentally is older than Cornell University, if I may 
put in that plug. He was born in India, has been a citizen of the 
United States now for a good many years, received his higher edu- 
cation in this country, and his doctorate, and is a very fine American 
citizen, and to my own knowledge, a very dedicated gentleman. I 
recommend that what he says to this committee be considered very 
seriously because of his great interest in his native country of India 
and because he was one of the original associates of Gandhi and the 
Gandhi movement many years ago, one of Gandhi’s closest companions, 
and his first biographer. 

Senator Sparkman. Thank you very much, Senator Hickenlooper. 
Weare very glad to have you, Doctor. 


| 
STATEMENT OF HARIDAS T. MUZUMDAR, CORNELL COLLEGE, | 
MOUNT VERNON, IOWA | 


Mr. Muzumpar. Thank you, Senator. 

Last night I was speaking in Pueblo, and I was hoping the planes 
would make connections, and I am very happy that they did, and I am 
very, very delighted to be able to appear before this committee to share 
with you gentlemen some of the newer insights, interpretations, and 
information that I gathered on my round-the-world flying trip of 
last summer. 
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This trip was undertaken as a pilgrimage of good will, or, as the 
a from Dublin to Tokyo called it, a one-man mission of 
good will. 

I have been especially interested that the relations of this country 
with the newly freed nations of Asia and Africa be friendly, coopera- 
tive, and understanding. Asa matter of fact, since I became a citizen 
of this country in 1947, I have had the misfortune to discover that our 
relations with the newly freed nations of Asia and Africa have not 
been improving as they should be, and therefore, on this trip, I tried 
to find out what those people are thinking, especially with relation to 
the United States of Aearicn. and what kind of a setup we should 
have that would help them understand American democracy. 

My statement has been filed with you, Mr. Chairman, but I should 
like to underscore a few points if I may in the brief time that is 
allotted to me. 


NEWLY FREED NATIONS OF ASIA AND AFRICA 


I arrived at six general conclusions which I should like to underscore 
because they should be borne in mind by our policymakers, if our pol- 
icies with reference to the newly freed nations of Asia and Africa are 
to be constructive. 

First, the newly freed nations of Asia and Africa are going about 
their business with a new sense of dignity and self-respect which were 
missing when they had been under foreign domination. This isa posi- 
tive achievement of the freedom that has dawned upon them. 

Second, I discovered an air of expectancy in all these lands. The 
people are expecting great things to happen to themselves, to their 
nation, and to mankind. 

Third, the present status of economy in each of these countries is 
called upon to sustain and maintain too large a number of people in 
terms of present developments—not in terms of the potentials of that 
economy. 

Fourth, I discovered that in all these nations, with the exception of 
Japan, there is underproduction. Here is where our technical know- 
how may help the newly freed nations to increase production and to 
achieve a balance between population and economy. 

The fifth and sixth generalizations have to deal with the psycho- 
logical and emotional attitudes of the people. 

Fifth, I discovered that the unsophisticated, unlettered masses of 
Asia and Africa still have a fund of good will and friendliness toward 
the people of the United States in spite of propaganda, hostile to us, 
directed to them. 


SUBCONSCIOUS BIAS AGAINST UNITED STATES IN ASIA AND AFRICA 


Sixth, among the majority of intellectuals in these newly freed na- 
tions, I discovered a subconscious bias against the United States and 
in favor of the Soviet Union. 

Senator Morse. Why do you say “subconscious” ? 

Mr. Muzumpar. Because they seemed to accept that as a frame of 
reference in interpreting the events of the day. It is not a con- 
sciously cherished idea that the United States is always wrong, and 
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the Soviet Union always right, but subconsciously, the intellectuals 
have brought themselves to this state where they are apt to say to 
themselves, “When the United States makes a policy announcement, 
it must have something hidden behind it.” When the Soviet Union 
makes a policy announcement, they are willing to accept it at its face 
value. That is why I call it subconscious rather than a conscious bias. 

Senator Morsr. I didn’t find anything subconscious about it. I 
found it open criticism. 

Mr. Muzumpar. But the open criticism is derived from the sub- 
conscious bias. 

Senator Morse. I can’t read their subconscious, but I can read their 
conscious. 

Mr. Muzumpar. All right, sir. 


COUNTRIES MR. MUZUMDAR VISITED 


Senator Smirn. Can I ask the witness what countries he actually 
visited ? 

Mr. Muzumpar. I began with Ireland, went through Germany, 
Italy, Turkey, Egypt, Lebanon, Pakistan, Karachi, Burma, Thailand, 
Philippine Island, Hong Kong, Taiwan, Japan, back to Honolulu, 
and to the United States. 

Senator SparKMAN. You didn’t visit India? 

Mr. Muzumpar. Didn’t I say Pakistan and India? I beg your par- 
don, India, of course. That was the land I wanted to go to. One 
whole month, I spent. 

Senator Smiru. Did you visit the new state cf Malaya? Did you 
stop there? 

Mr. Muzumpar. No; but Malaya was getting itself independence 
just at the time I was in Hong Kong. 

Senator Smrrn. You didn’t visit Africa at all, then? 


Mr. Muzumpar. Not outside of Egypt; no, sir. 


CHANGING FORMAT OF FOREIGN AID PROGRAM 


Now, in regard to the foreign aid program, 2 years ago, I entered 
the Republican primary for United States Congressman from the Sec- 
ond District of lowa. I was hoping I might be elected, but that was 
not so important. I entered it in order to share with my fellow citizens 
my concern about the bad job we have been doing through our foreign 
aid program. I then advocated a new format for our foreign aid pro- 
ea and I do hope that for the good of our Nation and for the well- 

ing of mankind, the Congress of the United States may be per- 
suaded to change the present format of our foreign aid program, 
which under present conditions of operation, is ideally calculated to 
lend itself to misinterpretation and distortion of American policies 
and intentions. 

We have at present, sir, lumped together, into a sort of crazy quilt, 
four different things; military aid program, foreign aid development 
program, giveaway program, and emergency aid program. 

Such a mixture leads the countries receiving one of the forms of 
aid to ask the question whether they would have to pay a price in the 
other fields, Then, too, the giveaway program is self-defeating—it 
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creates two psychological and emotional problems among recipient 
countries : 
1) They are afraid there is a hidden price tag somewhere ; 
tb} Their self-respect is compromised because they cannot re- 
pay it, at least theoretically. 

Senator SparkMAn. Doctor, would that apply to the point 4 pro- 
gram, technical assistance ? 

Mr. Muzumpar. Wherever there is no reciprocity involved, wher- 
ever they feel it is something being done for them without their being 
able to do something in return, the psychological and emotional prob- 
lem comes in. I have a little problem on that if I may. 

Senator Humpeurey. That wouldn’t apply, then, to technical as- 
sistance where it is a training program. 

Mr. Muzumpar. No, sir. 

Senator Humenrey. And a participating program / 

Mr. Muzumpar. Where they participate as equals with us? 

Senator Humpurey. Yes. 

Mr. Muzumpar. Where they are made to feel that they have to 
stretch out their hand, they are in a subordinate position. That is 
where the psychological difficulty comes in. 

Sanate SparRKMAN. What about commodities under Public Law 
480? 

Mr. Muzumpar. Where they are in difficulties, we can give them 
surplus, and they make a token payment. 

enator SPARKMAN. They pay in their currency. 

Mr. Mozumpar. That is right. 

Senator Morsz. They pay in their own currency. 

Mr. Muzumpar. That is right. That is a Guataans transaction. 
There is no problem. 

This situation has been exploited, the possibility of misinterpre- 
tation of American motives, by those who are unfriendly to America 
and it has cost us the friendship of our friends in the newly free 
nations of Asia and Africa. 


THREE SEPARATE FUNDS RECOMMENDED 


I am, therefore suggesting that we should have 3 separate funds, 
each autonomous and administered within its own frame of referenca 
without regard to the operation of the other 2 funds: 

First, in view of the fact that the world is in an uneasy state of 
tension, those free nations that wish to have military aid from us in 
order to preserve their independence and to serve as a bulwark against 
communism, should have access to our military aid fund program. 
This fund should know nothing about economics or politics. Its 

rimary purpose should be military aid pure and simple. And the 
ess we have to spend on it, the better I would like it and the natious 
would like it, too. 

Second, we should have an economic development loan fund, whose 
primary purpose should be to loan money on a long-term basis at 
minimum rates of interest. This fund should be accessible to foreign 
omens. But the operations of the economic development loan 

nd should be strictly businesslike, as between a client and a banker. 
Our criterion should be whether or not the project for which a loan 
is requested would bring benefits to the vast masses of the applicant 
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country. Our concern should be not to bolster a particular regime, 
but to aid the economy of that country. 

May I say also, sir, that so far our foreign aid program in terms 
of economic aid has been directed more in terms of whether it would 
bolster a particular regime rather than in terms of whether it would 
contribute to the general well being of the masses of that particular 
country, and I consider that principle unwholesome and un-American. 

Senator Humpurey. I just had an experience this morning. In 
fact, it detained me from coming over here. A gentleman, who is an 
official of a country, came in on a very confidential basis to tell me 
about what you are saying right now. 

Mr. Muzumpar. I am very happy to be confirmed, sir. 

Senator Humpnrey. He asked me to convey this to the ICA Di- 
rector, and rather than just to try to remember it, I sat there with 
him while we put a letter together so that I could get the exact infor- 
mation on the very point that you are making. 

Mr. Muzumpar. That is right. 

Senator Humpurey. He was against the bolstering, saying the 
regime wasn’t doing much good for his people. 

r. Muzumpar. "That is right. 

Senator Morse. May I interrupt a moment, Mr. Chairman, on this 

second point ¢ 


LOANS TO BUILD UP ECONOMIC PRODUCTIVITY POWER OF PEOPLE 


What do you think about our placing greater emphasis on loans in 
relation to specific projects that are going to help build up the eco- 
nomic productivity power of people living in the environment of a 
given project, and instead of giving a blanket loan to the Government, 
we set up a line of credit, aad they can draw on that line of credit as 
the project comes into existence ¢ 

Do you think there would be great opposition to increasing em- 
phasis on economic foreign aid of that type! 

Mr. Muzumpar. Senator Morse, I think your point is well taken, 
and I would go along with your thinking. The foreign aid program 
should be rendered in terms of the utility of a given project or series 
of projects that are examined by a competent body administering the 
second fund, whether it is a body of Congressmen and Senators, or 
independent citizens administering this fund, and their concern should 
be just as that of a board of directors of a bank or the banker him- 
self, to find out is this mission worti acting upon; should we act 
favorably on it; does it have merit? And the criteria should be, 
Will it contribute to the well-being of the people and is it feasible, 
and so on and so forth. 

So that I think if we have set up a general aid program, an aid 
program in terms of specific projects allocating funds to this, that, 


and the other, to be drawn upon, I even go along with you as the 


project progresses. It shouldn’t be bad psychologically for us or for 
them for that matter. 

Senator Morsp. Well, let’s take India. I understand that there is 
some opposition in the State Department to a project-by-project 
approach on the ground that Nehru wants general grants, and then 
out of these general grants, he and his associates want to decide the 
projects on which the funds are to be spent. 
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I may be wrong about it, but my observation in India was that we 
could perhaps even be of greater assistance to Nehru if we said, “Mr. 
Prime Minister, we will loan you X millions of dollars for a refinery 
that you need. We will loan you X millions of dollars for certainly 
some irrigation systems and water-control systems that India sorely 
needs if it is going to meet its food problems.” As you point out in 
this paper of yours, these loans could be on a long-term, low-interest 
rate basis. 

I would even go for soft currency because I think we can do our 
spending within India ourselves on the basis of a soft currency 
loan arrangement. 

It is interesting, isn’t it, that Russia and West Germany, on the 
very limited scale in which they have come into the Indian picture, 
seem to be doing just that. 

If you go over many parts of India, as I did, what do you hear? 
Why, West Germany and Russia are loaning this money for a couple 
of steel mills. And so I say to the Rotary Club in Madras, “Do you 
know how much money the United States poured into India by way 
of our so-called general grants?” And they don’t. They just don’t. 

And, of course, it is so many, many times more than Russia and 
West Germany have given them by way of loans. You are a good 
witness for this I should think. Do you think if we took the position 
of a project-to-project loan basis in India that we might find our- 
selves reaching the Indian people better than we are presently doing? 

Mr. Muzumpar. Let me put it this way, sir. I think the project 
idea is a much more businesslike, and a much more mutually self- 
respecting proposition than a generalized proposition, and it should 
not be just with reference to India, but as a general policy of the 
United States Government with reference to all countries that may 
apply for funds. And I think if that is the policy of the United 
States Government, those nations that feel they can’t take it on that ; 
basis, we said, “God bless you.” 

Those who wish to approach us on the basis of specific projects, 
we say, “Our board will examine it and we will lend you the money 
at 2 percent, 214 percent, 5 years, 50 years, whatever the terms may be. 

I think that we have a perfect right to determine the policy in 
terms of its effectiveness, and I think this is an effective proposition, 
good for our people, good for the other people. 

Senator Morser. There is nothing new about this. We paid a lot 
of money in this committee a couple of years ago for a survey of 
foreign aid, and that was one of the recommendations that came out ‘ 
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of one of our so-called task studies. 
Mr. Muzumpar. I am glad to be borne out by the task study group, 
too. 
I think this third point also has merit, Mr. Chairman. ] 
Senator Humpurey. May I say this to the witness, and I do this 
with reluctance. There is a rule in the committee, because of the 
number of witnesses we have, to hold the testimony down to a presen- 
tation of 10 minutes by each witness. 
That does not, of course, exclude the questions from the Senators, 
and I believe your time is just about up unless there are other ques- 
tions. 
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AN EMERGENCY AID FUND PROGRAM 


Mr. Muzumpar. Third, we should have an emergency aid fund 
program which can be instantaneously mobilized, at the discretion 
of the Executive, without any further authorization from Congress, 
whenever a calamity befalls a nation. 

I say the discretion should be vested in the Executive because when 
a famine, earthquake, flood, epidemic strikes a nation, it is not neces- 
sary that the Congress of the United States or a particular committee 
hold hearings. If we feel that this is a case of human need, and if we 
have funds allocated for that, let the Executive, in his best judgment, 
administer that fund without further authorization from the Con- 
gress, and we don’t need to ask the color of their application, the color 
of their religion, or the color of their skin. 

If there is human need, we administer it, it is over, the fund opera- 
tion ceases. 

I think if this threefold program were arranged, and I hope the 
United States Senate and the House of Representatives may think 
favorably of this proposition, I think all the misunderstanding and 
distortions of American motives could be eliminated easily, and that 
is my primary concern at this moment, sir. 

A nation, stricken by earthquake, famine, drought, or epidemic, may 
be promptly helped, if it asks our help, without any inquiry on our 
part as to the soles of their politics, the color of their religion, or the 
color of their skin. This fund’s operation in a given country ceases 
the moment the emergency is tided over. 


ASIAN OBJECTIVES 


Such a format of our foreign aid program, such a threefold aid 
program, would be admirably free from possible misunderstanding or 
misinterpretation by our friends and foes. 

Throughout Asia, the people are striving for the same objectives 
which the American obi cherish and are working for. This point 
was forcefully brought home to me during my conference with Prime 
Minister Nehru, of India. 

To my question regarding possible agreement on foreign policy, Mr. 
Nehru said to me: “In regard to the long-range objectives of foreign 
policy, India and America are in agreement.” 

After spelling out for him, as I had done 3 days previously in my 
address before the Indian Council on World Affairs, three long-range 
objectives of American foreign policy, namely: (1) world peace, (2) 
swaraj or self-government for all subject peoples, (3) improvement 
of the economic lot of the underprivileged masses the world over. 

I asked Prime Minister Nehru if he could subscribe to them as being 
part of India’s foreign policy. To which Mr. Nehru replied that he 
wholly subscribed to them as being part of India’s foreign policy. 

Mr. Chairman, I hope that in our dealings with the newly freed 
nations of Asia and Africa, we shall focus our attention upon the 
long-range objectives which are shared in common by them and by 
= and not let minor misunderstandings disturb our relations with 
them. 
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UNITED STATES RELATIONS WITH EUROPE 


Then there are two more points on which I wish to say a word—(1) 
oat relations with Europe and Asia, and (2) our relation to the Soviet 

nion. 

I fully appreciate that the roots of the American people, culturally 
and biologically, are in Europe; but I maintain that America has 
become great precisely because the Founding Fathers cut themselves 
loose from Europe. When attempts have been made to harness 
American foreign policy to the chariot of European foreign policies, 
we have stultified America in the eyes of our own citizens and in the 
eyes of the world. 


U. 8S. RELATIONS WITH SOVIET UNION 


Finally, in our relations with the Soviet Union, our State Depart- 
ment, whether run by Democrats or by Republicans, has specialized in 
reacting to Soviet policies. Our State Department has been bankrupt 
in imagination and creative approaches in our relations with the 
Soviet Union throughout the postwar period. Not a single policy 
has been initiated by our State Department which was not based upon 
what the Soviet Government has already done or was expected to do. 
This is bankruptcy of statesmanship which does not become the heirs 
of Washington, Jefferson and Franklin. 

And, pray, tell me why should the descendants of shrewd Yankee 
horsetraders be afraid of seeing or talking to anybody? I submit if 
our politicians and statesmen remained loyal to the core of Ameri- 
canism, to the essence of the American heritage, nobody in the world 
could outsmart us. 

All this talk of the Russians outsmarting us at a conference is non- 
sense. The Russians need not outsmart us if we look sharp, feel sharp, 
and are sharp. 

And I maintain, Mr. Chairman, that the American people are sharp. 
May I suggest that instead of rejecting the frantic appeals of Mr. 
Bulganin for a summit conference as out of hand, we go him one 
better: Let us invite him and Mr. Khrushchev and Prime Minister 
Macmillan of England and Prime Minister Nehru of India and Presi- 
dent Iskander Mirza of Pakistan. I say let us extend an invitation to 
these gentlemen for a visit to this country for 15 days or so, sans 
agenda, sans politics, sans commitments. Our guests would be ex- 
pecker! to play several matches of golf, several games of bridge, and to 

o some sightseeing, talking to anybody and everybody all over this 
great country of ours. 

If anybody wishes to talk politics, it may be done incidentally as 
part of the golf or bridge game. Such a social visit may ease the 
tensions in the world much more efficaciously than foreign ministers’ 
preparatory meetings and summit meetings with agenda. 

I do wish to thank you, Mr. Chairman and members of the committee, 
for the opportunity afforded me to share with you and with our fellow 
citizens some of my ideas. Now I shall be glad to elaborate on any 
point that may not have been clear in my brief presentation. 

Again thank you. 

Senator Humpurey. That is a very fine and constructive statement, 
and we are deeply grateful to you. 
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(Mr. Muzumdar’s statement follows :) 


STATEMENT BY Dr. Harmas T. MuzuMpDAR, PROFESSOR OF SOCIOLOGY AND SOCIAL 
Work AT CORNELL COLLEGE, MOUNT VERNON, IOWA 


(Last summer Dr. Muzumdar made a round the world flying trip 
on a pilgrimage of good will, and saw heads of states in Buropean 
and Asian countries, as well as people in different walks of life. 
He undertook this pilgrimage of good will for the twofold purpose 
of (a) understanding what the peoples of Asia and Africa are think- 
ing and hoping, and (0) interpreting to them American democracy 
as he has seen it and experienced it. One of the earliest biog- 
raphers of Mahatma Gandhi, Ghandi the Apostle, 1923, Dr. Mazum- 
dar is the author of the United Nations of the World, 1942, which 
anticipated the Charter of the United Nations formulated in San 
Francisco in 1945.) 


Mr. Chairman and members of the Senate Foreign Relations Committee, I am 
happy to appear before this committee and to share with you some of the fresh 
insights, interpretations, and information I gathered on my last summer’s 
round the world flying trip, which was undertaken as a pilgrimage of good will 
and as a one-man mission of good will from America to the nations of Asia and 
Africa.” 

Let me at the outset formulate six generalizations which must be borne in 
mind by our policymakers if our foreign policy vis-a-vis the newly freed nations 
of Asia and Africa is to be constructive. ‘ 

First, the newly freed nations of Asia and Africa are going about their busi- 
ness with a new sense of dignity and self-respect which were missing when they 
had been under foreign domination. 

Second, I discovered an air of expectancy in all these lands: the people are 
expecting great things to happen to themselves, to their nation, and to mankind. 

Third, the present status of economy in each of these countries is called upon 
to sustain and maintain too large a number of people in terms of present de- 
velopments—not in terms of its potentials. 

Fourth, I discovered that in all these nations, with the exception of Japan, 
there is underproduction. Here is where our technical know-how may help the 
newly freed nations to increase production and to achieve a balance between 
population and economy. 

Fifth, I discovered that the unsophisticated, unlettered masses of Asia and 
Africa still have a fund of good will and friendliness toward the people of the 
United States in spite of propaganda, hostile to us, directed to them. 

Sixth, among the majority of intellectuals in these newly freed nations, I dis- 
covered a subconscious bias against the United States and in favor of the Soviet 
Union. 

I should be happy to amplify these points if any questions should be raised by 
any of you gentlemen later. 

Then there is the whole field of our foreign aid program on which I wish to 
say a few words. Two years ago I entered the Republican primary for United 
States Congressman from the Second District of Iowa in order to share with 
my fellow citizens my concern about the bad job we have been doing through 
our foreign aid program. I then advocated a new format for our foreign aid 
program, and I do hope that for the good of our Nation and for the well-being 
of mankind, the Congress of the United States may be persuaded to change the 
present format of our foreign aid program, which under present conditions of 
operation is ideally calculated to lend itself to misinterpretation and distortion 
of American policies and intentions. 

We have at present lumped together, into a sort of crazy quilt, military aid 
program, foreign aid development program, giveaway program, emergency aid 
program. Such a mixture leads countries receiving one of the forms of aid to 
ask the question whether they would have to pay a price in the other fields. 
Then, too, the giveaway program is self-defeating—it creates two psychological 
and emotional problems among recipient countries : 

(1) They are afraid there is a hidden price tag somewhere; 
(2) Their self-respect is compromised because they cannot repay it, at 
least theoretically. 
This situation has been exploited by those who are unfriendly to America, and 
it has cost us the friendship of our friends in the newly freed nations of Asia 
and Africa. 
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I am, therefore, suggesting that we should have 3 separate funds, each 
autonomous and administered within its own frame of reference without regard 1 
to the operation of the other 2 funds: 1 
First, in view of the fact that the world is in an uneasy state of tension, those ] 
free nations that wish to have military aid from us in order to preserve their 
independence and to serve as a bulwark against communism, should have access 
to our military aid fund program. This fund should know nothing about eco- . 
nomics or politics. Its primary purpose should be military aid pure and simple. ' 
Second, we should have an economic development loan fund, whose primary ’ 
purpose should be to loan money on a long-term basis at minimum rates of inter- 
est. This fund should be accessible to foreign governments. But the operations 
of the economic development loan fund should be strictly businesslike, as be- 
tween a client and a banker. Our criterion should be whether or not the project 
for which a loan is requested would bring benefits to the vast masses of the | 
applicant country. Our concern should be not to bolster a particular regime, but 
to aid the economy of that country. 
Third, we should have an emergency aid fund program which can be in- 
stantaneously mobilized, at the discretion of the Executive, without any further 
authorization from Congress, whenever a calamity befalls a nation. A nation, 
stricken by earthquake, famine, drought or epidemic, may be promptly helped, 
if it asks our help, without any inquiry on our part as to the color of their poli- 
ties, the color of their religion, or the color of their skin. This fund’s operation 
in a given country ceases the moment the emergency is tided over. 
Such a format of our foreign aid program, such a threefold aid program, would 
be admirably free from possible misunderstanding or misinterpretation by our 
friends or foes. 
Throughout Asia the people are striving for the same objectives which the 
American people cherish and are working for. This point was forcefully 
brought home to me during my conference with Prime Minister Nehru of India. 
To my question regarding possible agreement on foreign policy, Mr. Nehru said 
to me: “In regard to the long-range objectives of foreign policy, India and 
America are in agreement.” After spelling out for him, as I had done 8 days 
previously in my address before the Indian Council on World Affairs, 3 long- 
range objectives of American foreign policy, namely, (1) world peace, (2) 
swaraj or self-government for all subject peoples, (3) improvement of the 
economic lot of the underprivileged masses the world over, I asked Prime Min- 
ister Nehru if he could subscribe to them as being part of India’s foreign policy. 
To which Mr. Nehru replied that he wholly subscribed to them as being part of 
India’s foreign policy. Mr. Chairman, I hope that in our dealings with the 
newly freed nations of Asia and Africa, we shall focus our attention upon the 
long-range objectives which are shared in common by them and by us, and not 
let minor misunderstandings disturb our relations with them. 
Then there are two more points on which I wish to say a word; (1) our rela- 
tions with Europe and Asia, and (2) our relation to the Soviet Union. 
I fully appreciate that the roots of the American people, culturally and bio- 
logically, are in Europe; but I maintain that America has become great precisely 
because the Founding Fathers cut themselves loose from Europe. Whenever 
attempts have been made to harness American foreign policy to the chariot of 
European foreign policies, we have stultified America in the eyes of our own 
citizens and in the eyes of the world. 
The most remarkable example of American independence in foreign policy was 
given to the world when President Eisenhower, during the Suez invasion, served 
notice on England and France as well as Israel to cease and desist from ex- 
pansionist activities by brute force. Let me state with all the fervor and with 
all the humility I can command: Pray God, this country may never be put in 
a position of having to choose between Europe and Asia, but if a choice must be 
made, let it be in favor of the teeming millions of Asia, more than half the popu- 
lation of the world. 
Finally, in our relations with the Soviet Union, our State Department, whether 
run by Democrats or by Republicans, has specialized in reacting to Soviet poli- 
cies. Our State Department has been bankrupt in imagination and creative 
approaches in our relations with the Soviet Union throughout the postwar period. 
Not a single policy has been initiated by our State Department which was not 
based upon what the Soviet Government had already done or was expected to 
do. This is bankruptcy of statesmanship which does not become the heirs of 
Washington, Jefferson, and Franklin. 
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And, pray, tell me why should the descendants of shrewd Yankee horse traders 
be afraid of seeing or talking to anybody? I submit if our politicians and states- 
men remainel loyal to the core of Americanism, to the essence of the Ainerican 
heritage, nobody in the world could outsmart us. 

All this talk of the Russians outsmarting us at a conference is nonsense. The 
Russians need not outsmart us if we look sharp, feel sharp and are sharp. And 
I maintain, Mr. Chairman, that the American people are sharp. May I suggest 
that instead of rejecting the frantic appeals of Mr. Bulganin for a summit con- 
ference as out of hand, we go him one better: Let us invite him and Mr. Khru- 
shchev and Prime Minister Macmillan of England and Prime Minister Nehru of 
India and President Iskander Mirza of Pakistan. I say let us extend an invita- 
tion to these gentlemen for a visit to this country for 15 days or so, sans agenda, 
sans politics, sans commitments. Our guests would be expected to play several 
matches of golf, several games of bridge, and to do some sightseeing, talking to 
anybody and everybody all over this great country of ours. 

If anybody wishes to talk polities, it may be done incidentally as part of the 
golf or bridge game. Such a social visit may ease the tensions in the world 
much more efficaciously than foreign ministers’ preparatory meetings and summit 
meetings with agenda. 

I wish to thank you, Mr. Chairman and members of the committee, for the 
opportunity afforded me to share with you and with our fellow citizens some of 
iwmy ideas. Now I shall be glad to elaborate on any point that may not have 
been clear in my brief presentation. Again thank you. 

Senator Humpnrey. The next witness is Prof. Waldo Chamberlin 


of the National Council of the Churches of Christ. 


STATEMENT OF PROF. WALDO CHAMBERLIN, NATIONAL COUNCIL 
OF THE CHURCHES OF CHRIST, WASHINGTON, D. C. 


Mr. CHamMBer.in. Mr. Chairman, my name is Waldo Chamberlin. 
I am a member of the General Committee of the Department of Inter- 
national Affairs of the National Council of Churches. I am testifying 
here on behalf of the National Council of the Churches of Christ in 
the United States of America on the basis of its official policies and by 
authorization of its appropriate officers. 


MEMBERSHIP OF NATIONAL COUNCIL OF CHURCHES 


The National Council of Churches has as its constituent bodies 34 
Protestant and Eastern Orthodox communions, which have a total 
membership of approximately 38 million persons. While, of course, 
I do not presume to speak for these individual church members, the 
views which I am presenting were adopted after careful study and 
discussion, by the officially chosen representatives of the constituent 
communions and the responsible bodies of the National Council of 
Churches. We make it an essential part of our legislative process 
that all major viewpoints are present and participating long before 
adoption of any policy. 


NATIONAL COUNCIL’S VIEWS ON FOREIGN AID 


With your permission, I wish to file in your record of this hearing 
a complete statement, including the most recent summary of our 
positions on foreign aid. 

(The complete statement follows Mr. Chamberlin’s oral testimony.) 

Mr. Cramperttn. This was adopted with only scattering “No” 
votes and with no opposing statements by the large and representative 
Triennial Assembly of the National Council of St. Louis last Decem- 
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ber. To save your time, I would like to emphasize only a few high- 
lights of this complete statement. 
The general position of the National Council of Churches of Christ 
on mutual aid 

The general position of the churches on mutual aid as expressed 
through the National Council of Churches is this: On the basis of 
Christian concern, and in keeping with actions of many of our con- 
stituent bodies, we hold that the United States should continue to 
develop, improve, and expand programs of technical assistance, eco- 
nomic aid and international trade such as well make for stability, 
justice, freedom, and peace for the peoples of the underdeveloped areas 
of the world and for all nations including our own. 


CHURCHES’ INTEREST IN MUTUAL AID 


The competence of the National Council of Churches to speak on 
mutual aid 

The National Council of Churches believes it has a responsibility 
to adopt and make known a position on foreign economic policy in- 
cluding mutual aid and trade. The achievement or failure to achieve 
the great Christian goals of dignity and worth of the individual, the 
brotherhood of man, and world peace is dependent not only on the 
behavior of each of us as individuals but also on group action, 
including governmental policy, which is therefore a matter of 
Christian concern. 

Governmental policy in mutual aid and trade has an important 
bearing on the relations and well-being of people and of nations. 
What happens to people and nations and the world community be- 
cause of the economic facts of life are matters of concern for religious 
faith and values. In some matters the churches have a particular in- 
terest and competence. 


CHURCH MISSION WORK 


The churches’ experience and competence in mutual aid through 
MAt88iONSs 

First, the churches have long centuries of experience in working 
around the world helping people to help themselves in practical ways. 
In mission work, the churches pioneered in technical assistance and 
economic aid. They developed programs of education, literacy, liter- 
ature, medicine, public health, agriculture, industry, communica- 
tions, and leadership training. 

Today, churches working through our division of foreign missions, 
by voluntary contributions of over $40 million per year, support over 
10,000 workers, who cooperate with more tens of thousands of trained 
nationals in over 50 countries. ‘They continue to carry on expanding 
programs in schools, colleges, universities, training centers, agricul- 
tural stations, farms, shops, clinics, and hospitals, 
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CHURCH WORLD SERVICE PROGRAMS 


The churches’ experience and competence in mutual aid through 
service 

In terms of helping to meet crisis situations, the churches working 
through our department of church world service, contribute over $12 
million and send over 300 million pounds of food, clothing, medicine, 
and other necessities. They help to distribute surplus foods, give 
many kinds of relief in disasters, and pioneer in village and commu- 
nity projects, always working in close cooperation with the people 
overseas to help them to help themselves. 


The churches’ experience and competence in mutual aid through 
other international programs 

Also related to the National Council of Churches, the United Chris- 
tian Youth Movement, the United Student Christian Council, and 
United Church Women, carry on projects and aid throughout the 
world. ‘Through these and other units working in international pro- 
grams, we furnish considerable money and send persons into over- 
seas programs who have a deep sense of concern for the emerging 
peoples of the world. 


CHURCHES’ SPECIALIZED DEPARTMENTS 


The churches’ competence in specialized departments 

The National Council of Churches has special departments devoted 
to economic life and international affairs. In these departments out- 
standing Christian laymen who are qualified in various related fields 
of specialization are regularly brought together to consider impor- 
tant current issues and to develop policy statements which represent 
both the general concerns of the churches and the best informed judg: 
ment of laymen who are particularly competent in the matters under 
consideration. 

The churches through the national council have consistently taken 
the position that constructive mutual aid and trade promote the eco- 
nomic health of the world and help to create the conditions of peace. 


CHURCHES’ INTERNATIONAL OBSERVATIONS 


The churches’ competence through international observation 

The churches through their worldwide stationing of workers in 
mission and service enterprises have access to first-hand knowledge 
of the effects of mutual aid policies and programs on people in many 
countries, 

In the worldwide cooperative work among different church com- 
munions, notably through the World Council of Churches and its 
Commission of the Churches on International Affairs, Christian 
groups in more than 50 countries meet in periodic international con- 
ferences, and carry on continuing contacts in which views are ex- 
changed with respect to the mutual impact of the foreign economic 


policies of nations. Anyone familiar with United Nations operations 
will tell you of the wide knowledge and effectiveness of Sir Kenneth 


Grubb, chairman, and Fred Nolde, executive of the commission. 
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NEED FOR PUBLIC AID PROGRAMS 


Churches see urgent need for public as well as private programs 

Out of such long, fruitful, widespread experience and observation, 
the churches have reached the conclusion that there is an urgent, con- 
tinuing need for voluntary and private programs, and the churches 
are, in fact, increasing their efforts in this field. We are convinced, 
also, that there is urgent need at this time for our Nation to develop 
public programs of mutual aid of greater scope and magnitude, ex- 

anded to the extent of our national capabilities but limited obvious] 
by the capacities of the underdeveloped areas to utilize and shane 

em. 

RELIGIOUS AND MORAL FOUNDATIONS FOR MUTUAL AID 


Religious and moral foundations for constructive mutual aid 

The competence of the churches to _— on religious and moral 
questions is well established. It is on these grounds that we prima- 
rily base our support for constructive mutual aid. In mutual aid we 
are dealing ultimately with immediate questions of life and death and 
long-time questions of the nature of man and his destiny. These are 
moral and religious questions which rest on theology and religious 
faith. 

PRACTICAL ARGUMENTS FOR MUTUAL AID 


While having a basic concern for the religious and moral issues, 
the churches recognize some of the so-called practical arguments for 
mutual aid—which also have certain moral values and issues involved 
in them: One is that mutual aid is essential in the struggle between 
freedom and Communist tyranny, to help the newer and less-devel- 
oped nations to maintain their independence with growing stability 
and liberty. 

A second practical argument for mutual aid is the military one, to 
help support other nations in collective security. Most church people 
would support programs for collective security, but we hold that mili- 
tary programs and defense support cannot by themselves develop 

eace, and that indeed an overemphasis on them can endanger peace. 

eace is jeopardized when military might is exalted at the expense of 
constructive programs in economic, political, ideological, and moral 
terms. 

A third practical argument for constructive mutual aid is that it is 
good business both for others and for ourselves in the present and in 
the long run. In this time of economic difficulties in our Nation, a 
good case can be made not only for maintaining but even increasing 
our mutual aid programs since about 75 percent of these funds go into 
the pockets of business and people in our country. The offshore pur- 
chases should be continued because they supply dollars which pay for 
our exports, and export employment here is essential to recovery. 


RELIGIOUS AND MORAL FOUNDATIONS FOR MUTUAL AID 


I am certainly in favor of the economic aspects which support 
foreign aid, but I am speaking today for the churches and I am proud; 
not reluctant, to emphasize some basic religious and moral foundations 
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which compel us as a nation to greater responsibility in construc- 
tive mutual aid programs: : 

(1) Humanity is indivisible; we are all interdependent under one 
God, creator of us all. 

(2) Our stewardship as a wealthy nation in a world of poverty 
compels us to share in more adequate programs of mutual aid. 

(3) Another principle of moral and spiritual truth in mutual aid 
is this: When men and nations do not have real concern for the lives 
of others in need, they follow the ways of decline and death; when 
they do care for others they follow the ways of life and mutual 
well-being. 

(4) We believe human life is sacred, being of primary value, so 
mutual aid is indispensable as it literally make the difference between 
= and death for some people, and improves living for millions of 
others. 

(5) In mutual aid we actually go beyond material realities, to the 
things of the spirit and a witness to our basic values in the method 
and amounts we share in such programs. 

The breakup of the Athenian alliance, 2,300 years ago, in that ex- 
traordinary Greek nation that is one major source of our civilization 

ay, was at no time outside Persian or Macedonian power, but was 
internal because of its abandonment of mutual aid with its spiritual 
foundations. 


MORAL CONCERNS AND NATIONAL INTEREST 


Moral concerns and national self-interest complement each other in 
constructive mutual aid 

In constructive mutual aid, the practical and the moral are not in 
conflict but in agreement; realism and Christian idealism meet in ac- 
cord; self-interest and altruism are joined. From the perspective 
of religion and morality, we believe that our national self-interest at 
this moment of history is best fulfilled in recognizing that our destiny 
is inescapably bound with the destiny of the world. 


GUIDING PRINCIPLES FOR MUTUAL AID PROGRAMS 


Some guiding principles for mutual aid programs 

Based on our experience in overseas service and our moral concerns 
in international affairs, the churches have evolved through the years 
several principles which we believe essential for making our Gov- 
ernment’s foreign aid programs as effective as possible in helping to 
develop the conditions of peace with justice and freedom. As set 
forth in official statements, these principles include the following: 

1. Our Nation should assist our fellow men in underdeveloped areas 
to the full extent of our capabilities, and their absorptive capacities. 

2. The programs should be seen in terms of mutual aid; the pro- 
grams should help people to help themselves in lifting their levels 
of living. 

3. Programs should be based on an understanding of the problems 
of other peoples, and a continuing concern for their economic develop- 
ment. 

4. Both public and private programs need to be strengthened and 
expanded. 
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5. Programs of technical cooperation should be increased. 

6. Larger sums of capital should be made available from public 
and private sources, for economic development. 

7. Trade should be facilitated in order that desirable goods may be 
bought and sold more readily. 

8. The best possible personnel must be employed to represent our 
highest interests overseas. 

9. A long-term basis is neded in financing, programing, and ad- 
ministering aid programs. 

10. Increasing emphasis should be placed on the use of international 
agencies, such as regional organizations and the United Nations. We 
welcome the leadership of our Government in the new program, SPUR, 
Special Projects for Cadeniaveloped Regions, developed in the 12th 
General Assembly of the United Nations. 

11. Although all parts of our foreign policy are interrelated, pro- 
grams of technical and economic aid should be planned and adminis- 
tered in relation SS not to military considerations but to eco- 
nomic and social needs and opportunities. This is also the best 
politics. 

VIEWS OF RELIGIOUS BODIES 


Consensus of views of religious bodies 

I would call your attention to the record of an unprecedented 3 days 
of hearings on the subject of mutual aid for testimony by religious 
leaders, held by your House Foreign Affairs Committee sitting as a 
committee of the whole on international organizations and movements, 
May 28, 29, and June 5, 1957. Many of you are familiar with this 
record, but it emphasized to you something of the breadth and depth 
of concern of the religious groups of this country for constructive 
mutual aid. 

Please note some of the remarkable agreements on particulars. 
During those 3 days, 15 outstanding religious leaders testified, gen- 
erally representing official positions of their organizations. These 
included Protestant, Orthodox, Unitarian, Roman Catholic, and Jew- 
ish leaders; several of the Protestants represented the National Coun- 
cil of Churches and also particular units such as United Church 
Women and the United Christian Youth Movement. The Protestants 
were from the following churches: Southern Baptist, Methodist, Pres- 
byterian, Congregational Christian, Protestant Episcopal, Lutheran, 
Friends. All favored improving and increasing constructive mutual 
aid programs for economic development, technical and international 
cooperation. Not one opposed such programs. 

ot one proposed reduction of any such programs; all who com- 
mented or were questioned on that idea opposed reduction; there was 
strong conviction, indeed, that such programs should be strengthened 
and expanded. 

Most admitted to a necessity for maintaining collective military 
security including foreign military aid and defense support funds. 
All favored separating military types of aid from sala types. 

All held that much more important than military aid are programs 
for economic development, technical assistance, and international 
cooperation. 

All favored the principle of more flexibility and more long-ran 
authority for such programs. They held that such provisions would 
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make for more businesslike planning and efficiency in mutual aid 
programs. 

All who commented or were questioned as to loan programs for 
economic development favored the principle; they also felt there is 
some continuing need for grants. 

There was general agreement of views that the multilateral pro- 
grams through the United Nations and its specialized and related 
agencies should be increased and strengthened. None wished to re- 
duce appropriations through the United Nations or its agencies. 
Specific reference was made in this connection to the United Nations 
expanded technical assistance program. The hope was expressed that 
the United States of America would not reduce its percentages in 
this but rather would help to increase this program. 

Thus there is seen to be strong unanimity of convictions on the 
part of the religious leaders of many different faiths and denomina- 
tions on principles and particulars in mutual aid programs. 


EXPANDING PROGRAMS FOR ECONOMIC DEVELOPMENT AND TECHNICAL 
COOPERATION 


Policies of the National Council of Churches related to particulars 
in the proposed mutual security program for 1959 

On the basis of official policies of the National Council of Churches 
certain implications follow for particulars in the mutual security 
program proposed for 1959: 

As to magnitude of the programs for economic development and 
technical cooperation, the policy of the National Council of Churches 
indicated a need not to cut these items but to increase them in the 
direction of the full extent of our capabilities as a nation and the 
absorptive capacities of the cooperating nations. We believe that 
such Government programs along with private ones, need to be 
strengthened and expanded. 

Programs of technical cooperation should not be decreased but 
increased. 

Larger sums of capital should be made available for economic 
development, together with companion measures encouraging private 
investment abroad. 

LONG-TERM PROGRAMS 


The Development Loan Fund started last year should be expanded 
as a further step in the direction of meeting needs such as are cited 
in the policy statement of the National Council of Churches. 

A long-term basis is necessary in financing, programing, and ad- 
ministering aid programs. This principle supports further the idea 
of developing a more substantial long-range loan fund for economic 
development. 


GREATER EMPHASIS ON MULTILATERAL AID 


Greater emphasis should be placed on the use of international agen- 
cies such as regional organizations and the United Nations. This 
<— is in opposition to reducing the United States percenta 
or the United Nations expanded technical assistance program. In 
terms of constructive world leadership, our Nation does well not to 
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make a retreat in United Nations technical assistance programs but 
actually to give more vigorous and generous leadership to these un- 
dertakings which mean so much to so many people of the world for 
so relatively little money. ( 


— ~*~ 


SEPARATING MILITARY AND ECONOMIC AID 


Although all parts of our foreign policy are interrelated, programs 
of technical and economic aid should be planned and administered in 
relation primarily not to political and military considerations but to 
economic and social needs and opportunities. This means that the 
churches hope this prinicple will be embodied in a specific proposal to 
separate the military programs from economic development and 
technical cooperation. 

Since the administration is not proposing such separation this 
a as it did last year, it is hoped that leadership in Congress will 

given to separate economic and technical assistance from military 
aid. We believe that clarification of purpose and types of programs 
would bring increasing public support for constructive mutual aid. 


at bee Ute Ulf eet CO 


NEED FOR DEVELOPMENT OF UNITED STATES WORLD LEADERSHIP 


Our eee must develop its role of responsible leadership in the 
wor 

A primary issue of our time is whether the United States will rec- 
ognize and assume its full role as the responsible leader among part- 
ners in the free world. Our Nation has done well in such construc- 
tive programs, but even larger, more exciting challenges, and oppor- 
tunities lie before us as a nation at the zenith of wealth and power. 
We may even be able to make a new type of history, by the grace of 
God, if we are willing to move ahead into a new kind of constructive 
world leadership for more justice, freedom, and peace. But we must 
take further necessary steps this year in mutual aid legislation toward 
such a more mature, responsible role in the world of nations. 


The people are ready to move toward more responsible leadership by 
our Nation for more justice, freedom, and peace 

The people of this country are ready, we believe, to respond more 
fully to courageous leadership by the administration and by the Con- 
gress for a more responsible role in world leadership in moral, eco- 
nomic, and social terms. Many reliable polls of public opinion have 
shown this to be true. 

The widespread support among the people of our churches is sug- 
gested in the action of the general assembly of the National Council 
of Churches meeting in St. Louis, December 5, 1957, when the repre- 
sentatives of the eiiivehie from across the Nation voted virtually 
unanimously on a policy statement on “International Aid and Trade.” 
In it, we said: 

As Christians we feel compelled to give our special support to the further de- 
velopment of foreign economic policies of the United States which will reflect our 
interest in man’s welfare in other countries as well as in our own. 

After spelling out the various principles for aid and trade programs, 
we concluded : 


This assembly advocates balanced, expanding programs of international aid 
and trade to the end that in this interdependent world its various peoples, all 
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created and cared for by God, may have a more abundant life, with more well- 
being, knowledge, justice, freedom, and peace. 

Again in February, the general board of the National Council of 
Churches, our policymaking body between general assemblies, reaf- 
firmed strong support for an expanded nonmilitary program of mutual 
aid and programs for reciprocal foreign trade. . 

In this new nuclear-space age, the churches have thus affirmed 
and reaffirmed their strong support for constructive international 
programs. We hold that accelerated military responses to the chal- 
lenges of this new era of human history are not enough; that there 
must be expanding, improved programs for promoting economic, 
political, social well-being, and human values among the peoples of 
the world. 

Thank you, Mr. Chairman. 


COMMENTS ON MR. CHAMBERLIN’S STATEMENT 


Senator Humrurey. I want to thank you and to commend you par- 
ticularly for your statement on page 4, where you laid down the guid- 
ing rinciples for mutual aid programs. I think those are very 
helpful and could well serve as a yardstick for measurement and 
evaluation. 

Any questions, gentlemen-? 

Senator Morse. I want to comment on page 4, Mr. Chairman. I am 
particularly glad that you stressed the $ PUR program. We had a 
great hearing before this committee yesterday on SPUR. I suggest 
you get a copy of the transcript and see how it dovetails into your 
program. 

Mr. CHamper.in. I will doso. 


OVEREMPHASIS ON MILITARY AID 


Senator Morse. I think it is one of the great hopes in this peace of- 
fensive. You say very little in this statement about the position of the 
churches in regard to military aid. In the last paragraph, you made 
the reference that : 

We hold that accelerated military responses to the challenges of this new 
era of human history are not enough. 

Knowing something about your program, I know that you share the 
point of view that to the extent that we have to have strong de- 
fenses, we support them. But on the affirmative side, what is the posi- 
tion of your group in regard to military aid to underdeveloped coun- 
tries in relationship to economic aid in underdeveloped countries ? 

Mr. CHamperuin. I think the general position, Senator, is the fact 
that the proportion is out of balance. 

Senator Morse. That is what I wondered. I thought that was your 
position, but your statement doesn’t have it, and I thought we ought 
to get it on the record. 

Senator Huspnrey. Any other questions ? 

Thank you, very much. 





656 MUTUAL SECURITY ACT OF 1958 


(Mr. Chamberlin’s complete statement follows :) 


STATEMENT ON BEHALF OF THE NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN 
THE UNITED STATES OF AMERICA, BY WALDO CHAMBERLIN 


‘My name is Waldo Chamberlin. I am a member of the general committee of 
the department of international affairs of the National Council of Churches. I 
am testifying here on behalf of the National Council of the Churches of Christ 
in the United States, on the basis of its official policies and by authorization of 
its appropriate officers. 

The National Council of Churches has as its constituent bodies 34 Protestant 
and Eastern Orthodox communions, which have a total membership of approxi- 
mately 38 million persons. While of course I do not presume to speak for these 
individual church members, the views which I am presenting were adopted after 
eareful study and discussion by the officially chosen representatives of the 
constituent communions and the responsible bodies of the National Council of 
Churches. We make it an essential part of our legislative process that all 
major viewpoints are present and participating long before adoption of any 
policy. 

With your permission, I wish to file in your record of this hearing a complete 
statement, including the most recent summary of our positions on foreign aid 
(appended). This was adopted with only scattering “No” yotes and with no 
opposing statements by the large and representative triennial assembly of the 
National Council at St. Louis last December. To save your time, I would like 
to emphasize only a few highlights of this complete statement. 


THE GENERAL POSITION OF THE NATIONAL COUNCIL OF CHURCHES ON MUTUAL AID 


The general position of the churches on mutual aid as expressed through the 
National Council of Churches is this: On the basis of Christian concern, and in 
keeping with actions of many of our constituent bodies, we hold that the United 
States should continue to develop, improve, and expand programs of technical 
assistance, economic aid, and international trade such as will make for stability, 
justice, freedom, and peace for the peoples of the underdeveloped areas of the 
world and for all nations including our own. 


THE COMPETENCE OF THE NATIONAL COUNCIL OF CHURCHES TO SPEAK ON 
MUTUAL AID 


The National Council of Churches believes it has a responsibility to adopt and 
make known a position on foreign economic policy including mutual aid and 
trade. The achievement or failure to achieve the great Christian goals of 
dignity and worth of the individual, the brotherhood of man, and world peace 
is dependent not only on the behavior of each of us as individuals but also on 
group action, including governmental policy, which is therefore a matter of 
Christian concern. 

Governmental policy in mutual aid and trade has an important bearing on the 
relations and well-being of people and of nations. What happens to people and 
nations and the world community because of the economic facts of life are 
matters of concern for religious faith and values. In such matters the churches 
haye a particular interest and competence. 


THE CHURCHES’ EXPERIENCE AND COMPETENCE IN MUTUAL AID THROUGH MISSIONS 


First, the churches have long centuries of experience in working around the 
world helping people to help themselves in practical ways. In mission work, the 
churches pioneered in technical assistance and economic aid. They developed 
programs of education, literacy, literature, medicine, public health, agriculture, 
industry, communications, and leadership training. Today, churches working 
through our Division of Foreign Missions, by voluntary contributions of over $40 
millions per year support over 10,000 workers, who cooperate with more tens of 
thousands of trained nationals in over 50 countries. They continue to carry on 
expanding programs in schools, colleges, universities, training centers, agricul- 
tural stations, farms, shops, clinics, and hospitals. 
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THE CHURCHES’ EXPERIENCE AND COMPETENCE IN MUTUAL AID THROUGH SERVICE 


In terms of helping to meet crisis situations, the churches working through 
our Department of Church World Service, contribute over $12 million and 
send over 300 million pounds of food, clothing, medicine and other necessities. 
They heip to distribute surplus foods, give many kinds of relief in disasters, 
and pioneer in village and community projects, always working in close coop- 
eration with the people overseas to help them to help themselves. 


THE CHURCHES’ EXPERIENCE AND COMPETENCE IN MUTUAL AID THROUGH OTHER 
INTERNATIONAL PROGRAMS 


Also related to the National Council of Churches, the United Christian Youth 
Movement, the United Student Christian Council, and United Church Women, 
earry on projects and aid around the world. Through these and other units 
working in international programs, we furnish considerable money and send 
persons into overseas programs who have a deep sense of concern for the emerg- 
ing peoples of the world. 


THE CHURCHES’ COMPETENCE IN SPECIALIZED DEPARTMENTS 


The National Council of Churches has special departments devoted to economic 
life and international affairs. In these departments outstanding Christian lay- 
men who are qualified in various related fields of specialization are regularly 
brought together to consider important current issues and to develop policy 
statements which represent both the general concerns of the churches and the 
best informed judgment of laymen who are particularly competent in the mat- 
ters under consideration. 

The churches through the National Council have consistently taken the posi- 
tion that constructive mutual aid and trade promote the economic health of the 
world and help to create the conditions of peace. 


THE CHURCHES’ COMPETENCE THROUGH INTERNATIONAL OBSERVATION 


The churches through their world-wide stationing of workers in mission and 
service enterprises have access to first-hand knowledge of the effects of mutual- 
aid policies and programs on people in many countries. 

In the world-wide cooperative work among different church communions, no- 
tably through the World Council of Churches and its (commission of the 
Churches on International Affairs, Christian groups in more than 50 countries 
meet in periodic international conferences, and carry on continuing contacts in 
which views are exchanged with respect to the mutual impact of the foreign 
economie policies of nations. Anyone familiar with United Nations operations 
will tell you of the wide knowledge and effectiveness of Sir Kenneth Grubb, chair- 
man, and Fred Nolde, executive of the Commission. 


CHURCHES SEE URGENT NEED FOR PUBLIC AS WELL AS PRIVATE PROGRAMS 


Out of such long, fruitful, widespread experience and observation, the churches 
have reached the conclusion that there is an urgent, continuing need for yolun- 
tary and private programs, and the churches are, in fact, increasing their efforts 
in this field. We are convinced, also, that there is urgent need at this time for 
our Nation to develop public programs of mutual aid to greater scope and 
magnitude, expanded to the extent of our national capabilities but limited obvi- 
ously by the capacities of the underdeveloped areas to utilize and absorb them. 


RELIGIOUS AND MORAL FOUNDATIONS FOR CONSTRUCTIVE MUTUAL AID 


The competence of the churches to speak On religious and moral questions is 
well established. It is on these grounds that we primarily base our support for 
constructive mutual aid. In mutual aid we are dealing ultimately with imme- 
diate questions of life and death and longtime questions of the nature of man 
and his destiny. These are moral and religious questions which rest on theology 
and religious faith. 

While having a basic concern for the religious and moral issues, the churches 
recognize some of the so-called practical arguments for mutual aid, which also 
have certain moral values and issues involved in them: One is that mutual aid 
is essential in the struggle between freedom and Communist tyranny, to help 
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the newer and less-developed nations to maintain their independence with grow- 
ing stability and liberty. A second practical argument for mutual aid is the 
nilitary one, to help support other nations in collective security. Most church 
people would support programs for collective security, but we hold that military 
programs and defense support cannot by themselves develop peace, and that 
indeed an overemphasis on them can endanger peace. Peace is jeopardized when 
military might is exalted at the expense of constructive programs in economic, 
political, ideological, and moral terms. A third practical argument for construc- 
tive mutual aid is that it is good business both for others and for ourselves in 
the present and in the long run. In this time of economic difficulties in our 
Nation, a good case can be made not only for maintaining but even increasing 
our mutual aid programs since about 75 percent of these funds go into the 
pockets of business and people in our country. The offshore purchases should 
be continued because they supply dollars which pay for our exports, and export 
employment here is essential to recovery. 

I am certainly in favor of the economic aspects which support foreign aid, 
but I am speaking today for the churches and I am proud, not reluctant, to 
emphasize some basic religious and moral foundations which compel us as a 
Nation to greater responsibility in constructive mutual aid programs: 

1. Humanity is indivisible; we are all interdependent under one God, Creator 
of us all. 

2. Our stewardship as a wealthy nation in a world of poverty compels us to 
share in more adequate programs of mutual aid. 

3. Another principle of moral and spiritual truth in mutual aid is this: When 
men and nations do not have real concern for the lives of others in need, they 
follow the ways of decline and death; when they do care for others they follow 
the ways of life and mutual well-being. 

4. We believe human life is sacred, being of primary value, so mutual aid is 
indispensable as it literally makes the difference between life and death for 
some people, and improves living for millions of others. 

5. In mutual aid we actually go beyond material realities, to the things of the 
spirit and a witness to our basic values in the method and amounts we share 
in such programs. 

The breakup of the Athenian alliance, 2,300 years ago, in that extraordinary 
Greek nation that is one major source of our civilization today, was at no time 
outside Persian or Macedonian power, but was internal because of its abandon- 
ment of mutual aid with its spiritual foundations. 


MORAL CONCERNS AND NATIONAL SELF-INTEREST COMPLEMENT EACH O1HER IN 
CONSTRUCTIVE MUTUAL AID 


In constructive mutual aid, the practical and the moral are not in conflict but in 
agreement ; realism and Christian idealism meet in accord ; self-interest and altru- 
ism are joined. From the perspective of religion and morality, we believe that 
our national self-interest at this moment of history is best fulfilled in recognizing 
that our destiny is inescapably bound with the destiny of the world. 


SOME GUIDING PRINCIPLES FOR MUTUAL AID PROGRAMS 


Based on our experience in overseas service and our moral concerns in inter- 
national affairs, the churches have evolved through the years several principles 
which we believe essential for making our Government’s foreign aid programs 
as effective as possible in helping to develop the conditions of peace with justice 
and freedom. As set forth in official statements, these principles include the 
following: 

1. Our Nation should assist our fellow men in underdeveloped areas to the full 
extent of our capabilities, and their absorptive capacities. 

2. The programs should be seen in terms of mutual aid; the programs should 
help people to help themselves in lifting their levels of living. 

3. Programs should be based on an understanding of the problems of other 
peoples, and a continuing concern for their economic development. 

4. Both public and private programs need to be strengthened and expanded. 

5. Programs of technical cooperation should be increased. 

6. Larger sums of capital should be made available from public and private 
sources, for economic development. 

7. Trade should be facilitated in order that desirable goods may be bought and 
sold more readily. 
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8. The best possible personnel must be employed to represent our highest 
interests overseas. 

9. A long-term basis is needed in financing, programing, and administering 
aid programs. 

10. Increasing emphasis should be placed on the use of international agencies, 
such as regional organizations and the United Nations. We welcome the leader- 
ship of our Government in the new program, SPUR, Special Projects for 
Underdeveloped Regions, developed in the 12th General Assembly of the United 
Nations. 

11. Although all parts of our foreign policy are interrelated, programs of 
technical and economic aid should be planned and administered in relation 
primarily not to military considerations but to economic and social needs and 
opportunities. This is also the best politics. 


CONSENSUS OF VIEWS OF RELIGIOUS BODIES 


I would call your attention to the record of an unprecedented 3 days of 
hearings on the subject of mutual aid for testimony by religious leaders, held 
by your House Foreign Affairs Committee sitting as a Committee of the Whole 
on International Organizations and Movements, May 28, 29, and June 5, 1957. 
Many of you are familiar with this record, but it emphasized to you something 
of the breadth and depth of concern of the religious groups of this country for 
constructive mutual aid. Please note some of the remarkable agreements on 
particulars. During those 3 days, 15 outstanding religious leaders testified, 
generally representing official positions of their organizations. These included 
Protestants, Orthodox, Unitarian, Roman Catholic, and Jewish leaders; several 
of the Protestants represented the National Council of Churches and also 
particular units such as United Church Women and the United Christian Youth 
Movement; the Protestants were from the following churches: Southern Baptist, 
Methodist, Presbyterian, Congregational Christian, Protestant Episcopal, Lu- 
theran, Friends. All favored improving and increasing constructive mutual 
aid programs for economic development, technical and international cooperation. 
Not one opposed such programs. 

Not one proposed reduction of any such programs; all who commented or were 
questioned on that idea opposed reduction; there was strong conviction, indeed, 
that such programs should be strengthened and expanded. 

Most admitted to a necessity for maintaining collective military security 
including foreign military aid and defense support funds. 

All favored separating military types of aid from other types. 

All held that much more important than military aid are programs for 
economie development, technical assistance, and international cooperation. 

All favored the principle of more flexibility and more long-range authority 
for such programs. They held that such provisions would make for more 
businesslike planning and efficiency in mutual aid programs. 

All who commented or were questioned as to loan programs for economic 
development favored the principle; they also felt there is some continuing need 
for grants. 

There was general agreement of views that the multilateral programs through 
the United Nations.and, its specialized and related agencies should be increased 
and strengthened. None wished to reduce appropriations through the United 
Nations or its agencies. Specific reference was made in this connection to 
the United Nations expanded technical assistance program. The hope was 
expressed that the United States would not reduce its percentages in this but 
rather would help to increase this program. 

Thus there is seen to be strong unanimity of convictions on the part of the 
religious leaders of many different faiths and denominations on principles and 
particulars in mutual aid programs. 


POLICIES OF THE NATIONAL COUNCIL OF CHURCHES RELATED TO PARTICULARS IN 
THE PROPOSED MUTUAL SECURITY PROGRAM FOR 1959 


On the basis of official policies of the National Council of Churches certain 
implications follow for particulars in the mutual security program proposed 
for 1959: 

As to magnitude of the programs for economic development and technical 
cooperation, the policy of the National Council of Churches indicated a need 
not to cut these items but to increase them in the direction of the full extent of 
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our capabilities as a nation and the absorptive capacities of the cooperating ‘ 
nations. We believe that such government programs along with private ones, 
need to be strengthened and expanded. 
Programs of technical cooperation should not be decreased but increased. 
Larger sums of capital should be made available for economic development, : 
together with companion measures encouraging private investment abroad. 
The development loan fund started last year should be expanded as a fur- 
ther step in the direction of meeting needs such as are cited in the policy state- 
ment of the National Council of Churches. 
A long-term basis is necessary in financing, programing, and administering 
aid programs. This principle supports further the idea of developing a more 
substantial long-term loan fund for economic development. 
Greater emphasis should be placed on the use of international agencies such as 
regional organizations and the United Nations. This principle is in opposition 
to reducing the United States percentage for the United Nations expanded 
technical assistance program. In terms of constructive world leadership, our 
Nation does well not to make a retreat in United Nations technical assistance 
programs but actually to give more vigorous and generous leadership to the 
undertakings which mean so much to so many people of the world for so rela- 
tively little money. 
Although all parts of our foreign policy are interrelated, programs of technical 
and economic aid should be planned and administered in relation primarily 
not to political and military considerations but to economic and social needs and 
opportunities. This means that the churches hope this principle will be em- 
bodied in a specific proposal to separate the military programs from economic 
development and technical cooperation. 
Since the administration is not proposing such separation this year, as it did 
last year, it is hoped that leadership in Congress will be given to separate 
economic and technical assistance from military aid. We believe that clarifica- 
tion of purpose and types of programs would bring increasing public support 
for constructive mutual aid. 


OUR NATION MUST DEVELOP ITS ROLE OF RESPONSIBLE LEADERSHIP IN THE WORLD 


A primary issue of our time is whether the United States will recognize and 
assume its full role as the responsible leader among partners in the free world. 
Our Nation has done well in such constructive programs, but even larger, more 
exciting challenges and opportunities lie before us as a nation at the zenith of 
wealth and power. We may even be able to make a new type of history, by 
the grace of God, if we are willing to move ahead into a new kind of construc- 
tive world leadership for more justice, freedom, and peace. But we must take 
further necessary steps this year in mutual aid legislation toward such a more 
mature, responsible role in the world of nations. 


THE PEOPLE ARE READY TO MOVE TOWARD MORE RESPONSIBLE LEADERSHIP BY OUR 
NATION FOR MORE JUSTICE, FREEDOM, AND PEACE. 


The people of this country are ready, we believe, to respond more fully to 
courageous leadership by the administration and by the Congress for a more 
responsible role in world leadership in moral, economic, and social terms. 
Many reliable polls of public opinion have shown this to be true. 

The widespread support among the people of our churches is suggested in the 
action of the general assembly of the National Council of Churches meeting in 
St. Louis, December 5, 1957, when the representatives of the churches from 
across the Nation voted virtually unanimously on a policy statement on inter- 
national aid and trade. Init, we said: 

“As Christians we feel compelled to give our special support to the further 
development of foreign economic policies of the United States which will reflect 
our interest in man’s welfare in other countries as well as in our own.” 

After spelling out the various principles for aid and trade programs, we 
concluded : 

“This assembly advocates balanced, expanding programs of international aid 
and trade to the end that in this interdependent world its various peoples, all 
created and cared for by God, may have a more abundant life, with more well- 
being, knowledge, justice, freedom, and peace.” 

Again in February, the general board of the National Council of Churches, our 
policymaking body between general assemblies, reaffirmed strong support for 
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an expanded nonmilitary program of mutual aid and programs for reciprocal 
foreign trade. 

In this new nuclear-space age, the churches have thus affirmed and reaffirmed 
their strong support for constructive international programs. We hold that 
accelerated military responses to the challenges of this new era of human his- 
tory are not enough; that there must be expanding, improved programs for 
promoting economic, political, social well-being and human values among the 
peoples of the world. 





INTERNATIONAL AID AND TRADE 


A statement of policy adopted by the general assembly of the National Council 
of the Churches of Christ in the United States of America meeting in St. 
Louis, Mo., December 1—6, 1957 


OUR CHRISTIAN CONCERN 


Oneness in Christ across the nations requires mutual aid and trade. 

As Christians we feel compelled to give our special support to the further 
development of foreign economic policies of the United States which will reflect 
our interest in man’s welfare in other countries as well as in our own. We 
believe that constructive policies of international aid and trade are essential to 
the creation of conditions of peace with justice and freedom. 

The natural wealth of the world and the capacity to transform raw materials 
into desirable goods are not evenly distributed among nations. Our own coun- 
try is richly endowed and highly developed. Some countries may be able to pro- 
duce many commodities efficiently but have serious shortages in other essentials. 
Still other lands have such a low level of production that most of their citizens 
live in poverty, disease and illiteracy. These nations are all on our world and 
their people are all in God’s concern. As Christians, we cannot help but be 
distressed by human misery and misfortune wherever it may be, and seek 
appropriate ways by private and public means to promote the welfare of our 
fellow men. 

INTERNATIONAL TRADE 


Trade in goods and services as a cooperative effort benefits both buyer and 
seller. On the basis of the principle of mutuality, in our own interest and in 
that of our neighbors, our economic foreign policies should seek expansion of 
trade. We believe that encouragement should be given industry to expand 
its international trade by constructive governmental policies. As a means of 
lowering barriers to trade, we support the principle of reciprocal trade agree- 
ments. We hope this program will be extended for at least another 5 years 
without weakening amendments. We urge that in its provision and operation 
there be less emphasis on reinforcing trade barriers and more on expanding 
trade. Further, we endorse United States participation in the international 
machinery necessary for efficient and orderly administration of the reciprocal 
trade agreements system such as is planned for in the proposed Organization for 
Trade Cooperation. While advocating the strengthening and extension of the 
reciprocal trade system, we are aware that some agreements may have certain 
local adverse effects. We hold, therefore, that as our Government adopts meas- 
ures to strengthen international trade it should also approve programs of special 
assistance to areas, industries, and people adversely affected, to aid them in 
adjusting to the new conditions brought about in efforts for the larger good in an 
interdependent world. 


TRADE BENEFITS US AND THE WORLD 


It is important not only that trade among nations be expanded, but also that 
it be stable. Any significant decline in United States business activity would 
have serious repercussions abroad as well as at home. There will be specific 
benefits to our national economy because of policies which will increase trade, 
but, even more, we urge such policies because they can be of much greater benefit 
to other countries more dependent on trade. Most of all we support such policies 
because they represent an important element in the construction of international 
cooperation which is so essential to building a world of more justice, brotherhood 
and peace. 
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ECONOMIC AND TECHNICAL AID 


We recognize that trade alone will not enable economically underdeveloped 
countries to realize their potentialities for economic growth and social progress ; 
including freedom. Both private and public aid, in the form of technical co- ; 
operation and capital, is indispensable. Assistance in long-time capital loans on 
favorable terms and capital grants, on a more limited basis, will be needed over 
a long period of time to enable such areas to establish their own economies and 
their place in the world market. Greater use should be made of international i 
agencies, such as the United Nations and regional organizations. Technical and 
economic aid, while related to other parts of foreign policy, should not be 
primarily for political and military considerations, but for the purpose of helping 
people to meet economic and social needs and opportunities. 


IN SUMMARY 


This assembly advocates balanced, expanding programs of international aid 
and trade to the end that in this interdependent world its various peoples, all 
created and cared for by God, may have a more abundant life, with more well- 
being, knowledge, justice, freedom, and peace. 

Senator Humrurey. The next witness is Mr. Edward F. Snyder 
of the Friends Committee on National Legislation. Mr. Snyder, will 
you proceed according to your own design and desire. Your state- 
ment will be printed in full in the record. 


STATEMENT OF EDWARD F. SNYDER, FRIENDS COMMITTEE ON 
NATIONAL LEGISLATION, WASHINGTON, D. C. 


Mr. Snyper. Thank you, Senator. 

My name is Edward F. Snyder. I am legislative secretary for the 
Friends Committee on National Legislation, 104 C Street NI., Wash- 
it D.C. This committee of the religious Society of Friends seeks 

to represent many of the concerns of friends but does not claim to 
speak for the whole society whose democratic organization does not 
lend itself to official spokesmen. 

Our committee has presented testimony to this committee on the 
mutual security program for a good many years, and undoubtedly 
you are familiar with our viewpoint. 


PROGRAMS SUPPORTED BY FRIENDS COMMITTEE 


We strongly support nonmilitary economic aid, the Development 
Loan Fund, technical assistance through the United States program, 
the U. N. program, and the Organization of American States. We sup- 

ort the refugee assistance programs in Europe, the Middle East, 

orea, Hong Kong, and elsewhere, the U. N. Children’s Fund, malaria 
eradication, Atoms for Peace, and payment of ocean freight on relief 
shipments by voluntary agencies. 

It is perhaps safe to say that, taken together, these programs repre- 
sent the most constructive, enlightened, and humanitarian aspect of 
United Pine foreign policy. Our national concern for the well- 
being of people in other lands is clearly indicated here. The direct 
selatzonship etween the well-being and security of others and our 
own is clearly recognized. Yet the cost of these programs is modest 
compared with oti expenditures. They account for perhaps a 


guacter of the total funds requested for the mutual security program. 
zast year their cost was less than 3 percent of all military spending, 
and less than 2 percent of total Federal appropriations. 
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SEPARATING MILITARY AND ECONOMIC AID 


We have advocated separating as completely as possible military 
from economic aid, believing that the two are often incompatible and 
lead to great confusion and misunderstanding in the minds of people 
both here and abroad. It is a disappointment that the recommenda- 
tions by the special Senate Committee To Study the Foreign Aid Pro- 
gram in this regard were not adopted by the Congress last year and 
have not been pursued by the administration this year. 

Recently American military equipment was used by the French in 
a raid in Tunisia which killed an estimated 179 men, women, and 
children. This event has made even more relevant some questions 
raised about the military program in reports to the special committee 
last year; namely, that, among other things, it has been used at times 
to suppress freedom and aid totalitarianism, slow down economic de- 
velopment, complicate the growth of civilian leadership, especially 
in newly independent nations, and benefit the ruling class at the ex- 
pense of the people. 


REMOVING ECONOMIC DEVELOPMENT PROGRAMS FROM COLD WAR ARENA 


In addition to expressing our strong support for the nonmilitary 
programs in the mutual security bill, I wish to stress to related sub- 
jects—the basic motivation for the mutual security program and sup- 
port for the United Nations programs. 

1. World economic development should be taken out of the cold 
war among nations and encouraged as a positive program for people. 

Our Government officials say that the Sino-Soviet bloc has extended 
about $2 billion in credits and grants for economic and military aid 
to other nations over the last 3 years. The dominant theme being used 
by the administration to persuade the Congress and the American pub- 
lic to accept the mutual security program is that the cold water has now 
shifted from the military to the economic field and the United States 
must be ready to match the Soviet Union loan for loan and grant for 
grant. Competition in the economic sphere is infinitely to be pre- 
ferred to competition in the development of weapons of mass destruc- 
tion. Yet the need for economic development of all countries would 
be just as great if communism never existed. 

There are important disadvantages in treating economic develop- 
ment programs as a tool in the cold war: The desirability of projects 
and their relative priority tends to be determined more by political 
and military factors than by economic and social considerations. At- 
tempts by underdeveloped nations to play off the great powers against 
each other creates an unhealthy situation for all parties concerned. 
International tension is increased when economic development. be- 
comes a divisive influence. This is especially unfortunate in those 
many areas where cooperation among nations in a region is essential 
to adequate economic development. 

We plead for leadership by the Foreign Relations Committee, the 
Congress, and the administration to take economic development. out 
of the cold-war context and find a new and sounder rationale. We 
must recognize the increasing interdependence of all men on our 
shrinking planet. Economic and technical assistance programs 
should arise from a concern for the welfare of every individual in 
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every part of the world, recognizing that our Nation’s future well- 
being is intimately bound up with the well-being of all. 

United States policy should be designed to help that part of the 
human race, about two-thirds of whom are sick or illiterate or polit- 
ically or economically Sana develop their God-given poten- 
tialities. It means primarily helping others help themselves to do 
the things they want to do toward our joint community aspirations 
and ideals. This kind of program must express both a deep, passion- 
ate. concern for people andl a determination that they need not suffer 
from conditions which are not their fault: We should settle into this 
task on a long-range basis. 


CHANNELING ASSISTANCE THROUGH THE UNITED NATIONS 


The United Nations today offers the major opportunity to take 
world economic development out of the cold war. Devoted to peace 
and representing 82 nations in the international community, it has 
the confidence of the world’s people and the integrity to undertake 
such a program. As yet it has only a modest technical assistance pro- 
gram and no real economic development program at all, since the 
United States and several other nations which would undoubtedly be 
major contributors have hesitated to support the chief proposal in this 
area for a Special United Nations Fund for Economic Development. 

We suggest that, at a time when United States leadership in foreign 
affairs is sorely needed, a major contribution could be made if the 
United States would announce its intention to channel most of its 
economic and technical assistance through the U. N. and challenge 
the Soviet Union to do the same. 


SENATOR MONRONEY’S PROPOSAL FOR AN INTERNATIONAL DEVELOPMENT 
ASSOCIATION 


Senator A. S. Mike Monroney has made a most important and far- 
reaching suggestion to create an International Development Associa- 
tion (S. Res. 264) which would increase international cooperation in 
this field and at the same time provide an additional source for “soft” 
loans and one outlet for the great amounts of foreign currencies gen- 
erated by sales of agricultural surpluses under Public Law 480. We 
hope the Foreign Relations Committee will give Senator Monroney’s 
proposal most serious consideration and support, while continuing to 
support adequate sums for the Development Loan Fund. 


AID TO INDIA 


While it is likewise not a part of the pending legislation, we hope 
that the Foreign Relations Committee will look with great favor on 
the proposal by Senator John F. Kennedy and Senator John Sherman 
Cooper (S. Con. Res. 74) for the United States and other nations to 
assist India to complete successfully its current program for economic 
development. 


U. N. TECHNICAL ASSISTANCE PROGRAM AND SPECIAL PROJECTS FUND 


(2) The U. N. technical assistance program should be expanded 
and United States support for it increased. 
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(a) UNETAP and the special projects fund: We fully support the 
$20 million authorization requested for the United Nations rps 
assistance program and special projects fund. A significant step w 

taken last December when the General Assembly decided to establish 

a new special projects fund to help meet some of the urgent needs of 
the anderdeveloped areas which are not now being met by the United 
Nations expanded program of technical assistance. 

While the new special projects fund will not have money for eco- 
nomic development projects, it will be able to finance preparatory 
projects to pave the way for future programs of sound economic 
Pw sais For example, a United Nations survey, headed by 

Gen. Raymond A. Wheeler, recently recommended a 5-year program 
of study and planning for the comprehensive development of the lower 
Mekong River Basin to provide electric power, irrigation, and naviga- 
tion services for the 4 riparian states of Cambodia, Laos, Thailand, 
and Vietnam. This is the kind of activity which the new special fund 
might undertake. 

Surveys of natural resources, and the establishment of institutes 
to train technical and administrative personnel in the underdeveloped 
countries, are other types of activity in which the special fund might 
engage. The results of special fund surveys would presumably be 
avail: ible to the United States and other countries having funds for 
economic development projects, and this would enable governments 
like our own to make greater use of United Nations findings in plan- 
ning bilateral programs of economic assistance. 

We suggest if this fund should go into operation, there is a real 
opportunity for all countries, including the United States, to take 
advantage of surveys which the United Nations program might pro- 
duce in determining what economic development projects to under- 
take. 


UNITED STATES CONTRIBUTIONS TO UNITED NATIONS TECHNICAL ASSIST- 
ANCE AND SPECIAL PROJECTS FUND 


(6) The United States should contribute at least 40 percent of the 
UNETAP and Special Projects Fund. 

Congress decided last year that the United States contribution to 
the United Nations expanded program of technical assistance should 
not exceed 45 percent of the total contributions for the calendar goat 
1958, 38 percent for 1959, and 3314 percent for 1960. While 331 
percent may be a desirable level for most United States contr ube 
to the T Inited Nations programs, it does not seem realistic in the case 
of economic or technical assistance. Here the relative needs are so 
great and the relative capacity of many countries to contribute is so 
limited that the United States ought to revise its percentage contri- 
butions upward. 

“ven though other countries increase their contributions in the 
next 2 years, “it is not likely to be enough, according to United Na- 
tions estimates, to offset the rather sudden drop in the percentage of 
the American contribution. We understand that the U. N. technical 
assistance program will be smaller this year than last as a result of 
this percentage limitation. 

Congressman Walter H. Judd, United States representative at the 
U.N. last fall, has suggested a United States contribution for a rea 
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sonable number of years at 40 percent of the total. This is a much 
better position, which more nearly represents the principle of ability 
to pay, inasmuch as the United States national income constitutes 
nearly 40 percent of the total world income, and about 42 percent or 
43 percent of the combined national incomes of all 82 United Nations 
members. 

The creation of the new special fund has also changed the cireum- 
stances which existed when Congress adopted the present matching 
formula, and makes a revised 40-percent formula even more essential. 

I would like to take just 1 minute, Mr. Chairman, to refer to one 
very small point, but I think perhaps it is important. It is the ques- 
tion of calculating United States contributions to the U. N. technical 
assistance program. 

In addition to stabilizing the level of United States contributions 
at 40 percent, we suggest that the Foreign Relations Committee rec- 
ommend a revision in the base for determining these contributions. 
At present, the base used is the total annual contributions pledged 
to the expanded program of technical assistance—which now amounts 
to slightly over $30 million. This $30 million figure, however, does 
not give an accurate picture of the total costs of the program since 
the counterpart expenditures which the recipient governments pay 
in local costs and services amount to much more than this. 

In 1957, for example, the recipient governments paid over $2,500,- 
000 toward the living costs of the United Nations Technical Assist- 
ance experts. <A total of some $67,500,000 was paid for all local costs 
and services by the recipient nations. Some recognition of this much 
larger total ought to be made, we think, in computing the percentage 
of the United States contribution. A start in this direction might 
be made by including in the base the $2,500,000 local living costs paid 
by recipient governments. This is a regularly audited amount which 
could be easily determined each year. The larger $67,500,000 figure, 
although believed to be an accurate estimate, is not at present audited 
by the United Nations. 

There would seem to be no sound reason why recognition couldn't 
be made of the efforts of these countries, especially since there is 
a much larger effort, and this small amount has been audited. We 
very much hope that either through some amendment or some word- 
ing in the committee report there might be a recommendation that 
this small amount of $214 million that is audited should be included 
in computing the total amount of the U. N. program, and therefore 
would be included in considering the contribution the United States 
makes to that program. 

Senator Humpnrey. Thank you very much. 

Any questions? 

I want to commend the Friends Committee on National Legislation. 
You always do a fine job. 

The next witness is Mrs. John F. Latimer from the League of 
Women Voters. 

Is Mrs. Latimer here from the League of Women Voters? I under- 
stood she might not be. 

The statement from the League of Women Voters will be printed 
if made available to the clerk of the committee, and it will indeed be 
studied by the committee. 
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(The statement is as follows :) 


STATEMENT OF THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES IN SUPPORT 
OF ForEIGN Economic AID 


The League of Women Voters of the United States, consisting of 128,000 mem- 
bers in 48 States, Hawaii, Alaska, and the District of Columbia, supports the 
continuance of foreign aid for economic development and technical assistance 
through the mutual security program. We are not endorsing the military as- 
sistance and defense support sections of the program, not because we disapprove 
of them, but because we have never studied them sufficiently to take a position. 

Last year at this time during our national council meeting of State delegates, 
we reaffirmed our desire to see adequate programs enacted for economic aid, 
a long-range development fund, United States technical cooperation and U. N. 
technical assistance. Later, in June, in testimony before this committee, we 
urged that the economy aspects of the mutual security program be considered 
as a sound investment for the future. 

In today’s era of competitive coexistence the league believes the need for 
this investment is greater than ever. It is encouraging that during the past 
year the Development Loan Fund has been emerging as an additional instrument 
for accelerating economic growth in the developing areas, supplementing grants 
and technical assistance of the mutual security program and Export-Import 
Bank loans. We hope this year the $625 million authorized in 1957 for the 
fund, will be appropriated and that, as preliminary plans for fiscal 1960 are 
evolved, thoughtful consideration will be given to the best methods for continu- 
ing the fund as a permanent lending agency. We believe foreign aid for eco- 
nomic development should be planned on a long-term basis. Its continuity and 
terms should be such as to make it possible for non-Communist Asia, the 
Middle East, Africa, and Latin America to progress confidently. This requires 
a Development Loan Fund with resources adequate to meet the needs of the 
developing areas and a longer lease on life than exists under the present legis- 
lation. Long-term American governmental and private investment should be 
increased because of their contributions both to the world economy and to the 
economy of the United States. 

The United States bilateral point 4 and the United Nations multilateral 
technical assistance programs have helped to raise living standards significantly 
in limited areas. But United States commitments to these programs are still 
not adequate. The per capita cost of economic aid for fiscal 1958 was only 
$3.11. We have spent far less on point 4 than on other aid programs; the 
scale of United Nations technical assistance has been modest and we have 
steadily reduced the percentage of our contribution to the total operating fund. 
The league is convinced that these programs have already made a solid contribu- 
tion but that it is absolutely imperative that they be reinforced. Adequate 
resources would enable them to be even more effective instruments for achieving 
international peace and security. The new special-projects fund proposed for 
the United Nations program is an exciting development in this direction and 
one which, it is hoped, will meet more of the urgent assistance needs. 

It is encouraging to see that there is no lack of sound planning and pro- 
graming for economic development and technical assistance. In January of 
this year the United Nations technical assistance newsletter No. 38 listed, in 
addition to United States and United Nations programs, several regional plans, 
many other governmental bilateral programs as well as those carried out by 
nongovernmental organizations and voluntary international and national agen- 
cies. During the fall and winter of last year, Germany, Italy, and the United 
States indicated an interest in coordinating economic development programs. 
Japan, Canada and other countries, too, are aware of the challenge and the 
importance of such coordination. It seems imperative to us for the United 
States to demonstrate, by passage of this year’s mutual security program, that 
there will be a sustained American investment in economic aid. The way may 
then be open to evolve a common program utilizing to its maximum the con- 
structive capability of the free world for economic development in Asia, the 
Middle East, Africa, and Latin America. Here, in our judgment, is a real 
opportunity for the United States to exert dynamic leadership. The world is 
ripe for such leadership and the United States should, stimulated by the inter- 
est and willingness of its allies, examine, test, and try every plan which could 
profitably contribute to the great task of world economic development. 
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We, in the league, believe economic aid is a vital part of maintaining United 
States strength. Through economic and technical assistance the United States 
is helping to create new world markets, where we can advantageously sell our 
own products and buy those produced in other countries. Last month the Inter- 
national Cooperation Administration pointed out that the bulk of economic aid 
provided consists of financing purchases of goods and services from private 
United States suppliers. This not only means sales under the programs them- 
selves but the introduction of United States products in foreign markets and 
the establishment of trade relationships which stimulate further United States 
sales abroad entirely outside the programs. 

For these reasons, the League of Women Voters urges the Senate Foreign Rela- 
tions Committee to recommend that the Senate authorize the full amount for 
economic aid requested by the President. The league believes that both aid and 
trade are essential parts of a forward looking foreign policy and hopes that Con- 
gress will give them both favorable consideration. 


Senator Humpnurey. We have finished hearing some 12 witnesses 
out of 30 or more. If any of you want to present your statements 
to the clerk of the committee and have them made a part of the record, 
and have copies of your statement made available for the members 
of the committee, we would welcome it, because we are going to have 
to expedite the hearings. 

We will undoubtedly have to continue this afternoon. If it is 
agreeable to the members of the committee, we will take, out of order, 
Miss Sally Butler, who desires to present her statement and make a 
brief comment. 

You are testifying for a very fine organization. 


STATEMENT OF MISS SALLY BUTLER, GENERAL FEDERATION OF 
WOMEN’S CLUBS, WASHINGTON, D. C. 


Miss Burter. Thank you, sir. 

Mr. Chairman and members of the committee, I am presenting the 
statement as is. 

Senator Humpnrey. It will be printed in the record as presented. 

(The statement referred to is as Casiecis 


STATEMENT BY Miss SALLY BuTLER, PRESENTING STATEMENT FOR Mrs. R. I. C. Prout, 
PRESIDENT OF THE GENERAL FEDERATION OF WOMEN’S CLUBS 


Iam Sally Butler, legislation consultant for the General Federation of Women’s 
Clubs. I am presenting this statement for Mrs. R. I. C. Prout, president of the 
General Federation of Women’s Clubs. 

We appreciate the opportunity to express before this committee the views of 
the General Federation in support of the mutual security program. We speak for 
an international organization of over 11 million persons in the United States and 
its Territories, and in 60 countries throughout the world. 

From its inception in 1890 the General Federation has held an international 
viewpoint, encouraging study groups and educational programs in order to develop 
understanding and better relations among the peoples of the world. The Interna- 
tional Relations Department, established in 1924, and the Council of International] 
Clubs established in 1945, have given impetus to a widespread exchange of ideas 
among our women’s clubs, which now extend from South America to Saudi 
Arabia and from Greece to South Africa. 

The General Federation began a program of greater international understand- 
ing and cooperation when at their board meeting in 1953, an inter-American con- 
ference was held at the Pan American Union, attended by many representatives 
of Latin-American women. 

However, the high point of clubwomen interest in international affairs was 
reached in October 1957, when in cooperation with the State Department, the 
Department of Defense and the Pan American Union, a 2-day world affairs con- 
ference was held in Washington, attended by more than 200 club leaders from 
all parts of our country, many of them at their own expense. 
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In 1896, the General Federation supported a permanent arbitration committee 
for settling international disputes. The membership enthusiastically supported 
the Marshall plan and endorsed it by resolution in 1947, and was given much 
credit by General Marshall, in his speech at a national GFWC convention, of 
being a major influence in helping to get the so-called Marshall plan enacted 
into a law. 

In 1948, a resolution in support of the Western European alliance, where it was 
consistent with the continuation of the Economic Cooperation Administration, 
was adopted. We were among the first of the national organizations to approve 
a North Atlantic defense pact. By convention action in 1950, a resolution 
entitled, “Technical Assistance to Economically Underdeveloped Areas,” stated : 

“Whereas the General Federation of Women’s Clubs has consistently mani- 
fested its concern in the material welfare of the freedom loving peoples of the 
world: Therefore 

“Resolved, That the General Federation of Women’s Clubs reaffirms its support 
of the principle of joint responsibility among free nations for economic stability 
and mutual security ; and further 

“Resolved, That the General Federation of Women’s Clubs endorses the prin- 
ciples of the program which provides basic technical assistance to underdeveloped 
areas of the world, encourages private investment of capital needed for this 
economic development ; and further 

“Resolved, That the General Federation of Women’s Clubs urges the Congress 
to provide adequate appropriations for the technical assistance program.” 

In 1953, the General Federation reaffirmed its support of the European economic 
recovery program in a resolution which is entitled, “Mutual Security Program.” 
It states: 

“Resolved, That the General Federation of Women’s Clubs reaffirms its support 
of the principles of the United States mutual security program which is providing 
a system of collective defense, and economic cooperation for the free world.” 

You will note that for 70 years the General Federation has consistently sup- 
ported programs which we believe were designed for the economy and security of 
our country and we know only too well the security of our country is tied up with 
the security of our allies—that many of our sons and husbands marching off to 
wars are vivid reminders of this fact. 

The General Federation recognizes the fact that mutual security is every red- 
blooded American’s responsibility. We know and must not fail to do the things 
necessary for the preservation of our Nation, and such must be our constant 
concern. 

We know our security is guaranteed by our friends—not by our enemies. 
Hence it behooves us in these very precarious times to make and keep friends— 
and it is folly to let Communists strengthen their forces because we default. 
When people are cold, hungry, and homeless, when nations need wheat—if we 
turn deaf ears and Russia gives them wheat, even though it is substandard 
wheat—it is natural that the needy turn to those that do help. 

We must continue to help our friends to help themselves—help them raise 
their living standards, if we are to hope that underdeveloped nations are to stay 
with the free world. To help them as nations acquire economic and social secu- 
rity is indeed very important to our own security. 

The United States has been very generous—many of our friends tell us so. 
In some cases we have been foolish or unwise. I’m sure these mistakes were not 
the intent of our leaders. But we learn by experience. By now we must surely 
realize that the United States of America cannot forever finance any nation’s 
every need. But we must, for selfish reasons, support the vital programs that 
are for mutual security of the free world. 

We see Russia nibbling away at the nations which would have been our friends 
had we convinced them of our interest in their welfare. 

American women urge you as their representatives to make certain that the 
mistakes that made waste be eliminated—but they urge you to face the stern reali- 
ties and not jeopardize our security because it is necessary to help strengthen the 
security of our friends. 

Security is not a partisan thing. It is the road to peaceful existence, for our- 
Selves and our posterity. 

We urge you to vote the funds requested by the President of the United States 
for our mutual security program. 
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MIDDLE EASTERN ATTITUDE 


Miss Burier. I do want to say I went with Mrs. Prout to the Middle 
East, and was there all through December. I went with her to South 
America and was there all through February, and we found very 
much the comments that were made by the gentlemen from the Arabic 
groups, of course, in the Arabic countries. 

They want to be our friends. They do feel they have been abused a 
little bit, have been misled. 

We did have conferences with Mr. Nasser, with Mr. Malik, with Mr. 
Ben-Gurion, and with King Hussein, and we got fairly generally the 
same opinion. 

They want to be our friends. They feel we are missing the boat, and 
letting somebody else come in. I will not go into further detail, but it 
was extremely interesting. 

Thank you. 

Senator Humpnrey. I imagine you had a very interesting trip. 

Miss Butier. It was amazing. 

Senator Humenrey. I envy you. 

The next witness will be Mrs. Elizabeth T. Farwell of the National 
Congress of Parents and Teachers. 

Mrs. Farwell. 


STATEMENT OF MRS. ELIZABETH T. FARWELL, NATIONAL CON- 
GRESS OF PARENTS AND TEACHERS, WASHINGTON, D. C. 


Mrs. Farwetu. Mr. Chairman, in the interest of your problem of 
time, though I have worked very hard at preparing a one-page state- 
ment, I can limit it even further. 

Senator Humpnrey. Your statement is surely concise. You go right 
ahead with it. 

SUPPORT FOR UNICEF 


Mrs. Farwetu. I am Elizabeth T. Farwell, a member of the Wash- 
ington committee on legislation for the National Congress of Parents 
and Teachers. I am submitting this statement for Mrs. Clifford N. 
Jenkins, chairman of the committee on legislation, in support of the 
administration recommendation for the authorization of $11 million 
for the United Nations Children’s Fund in fiscal 1959. 

First I would like to express my appreciation to you for extending 
to the organization I represent the privilege of appearing before you 
today. The National Congress of Parents and Teachers has a con- 
tinuing record of stanch support of UNICEF. We are proud of the 
leadership our country has maintained in safeguarding and imple- 
menting this farsighted program which has been building and con- 
tinues to build a better life for the children of the present-day world. 
We thank you for your part in making it possible. 

The word “farsighted,” we think, describes the UNICEF program 
admirably. We are sometimes, all of us, a bit nearsighted. Problems 
at home loom large and claim our attention. It is true that we our- 
selves are affected by the problems of other people in our home com- 
munities, and it is likewise true that the United States is increasingly 
affected by the problems of the rest of the world. Just as in our com- 
munities we aim at getting people to help themselves, so in the world 
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community the UNICEF program concentrates on self-help. The 
National Congress of Parents and Teachers, representing 11 million 
memberships, believes that the achievements of UNICEF are achieve- 
ments of which we can be proud. 


MAINTAINING UNITED STATES CONTRIBUTIONS TO UNICEF 


We therefore support the $11 million request and strongly, very 
strongly, urge that you keep the present 5214-percent ratio. We feel 
that should the reduction to 50 poe be applied, the UNICEF pro- 
gram would unquestionably suffer during the coming year. It is our 
understanding that the other contributing countries cannot possibly 
afford, at this time, to match a 50-50 ratio. This is not because of 
inertia or lack of desire to support the program, as I think has been 
proved, Mr. Chairman, by the fact they have come up so far in their 
contributions in the last 5 years. It is because of the strain to which 
these economies are put in order to provide even minimum services, 
investments, and defense of their peoples. This factor, coupled with 
that of the proven need of the lini is our reason for urging that 
you authorize no less than $11 million and maintain the 5214 percent 
ratio. 

In closing, may we recollect that the boy of 10 aided by the 
UNICEF program in 1947 is today a man of 21? As all of us look 
back gratefully to a beloved teacher or friend of our childhood, we 
believe that this 21-year-old looks back gratefully on UNICEF, the 
willing friend of his needy childhood. We believe that he will always 
remember. And we believe that all children are our children, wher- 
ever they may live. 

Senator Humpurey. Mrs. Farwell, we want to thank you and I 
surely want you to know that the membership of this committee has 
been in active support of UNICEF. I think I speak for all of us 
on that. 

Mrs. Farwe ut. I know that. 

Senator Humpurey. It is really a wonderful program and we are 
grateful for the Parents and Teachers Association being here to 
testify. 

Senator Hickenvoorer. Mrs. Farwell, I might suggest one thing. 
I don’t believe that there is any statutory limitation on the percent- 
age in this fund at all, and it is entirely possible if we keep talking 
about maintaining a limitation, the Congress might be induced to 
write one in, and I am not sure that would be a good thing. 

Mrs. Farwetu. Perhaps we can talk constructively, and you are 
right about the fact that this has been a good program this year. 

Senator HickeNtoorer. I am not in opposition to your statement, 
but I sometimes think that if we keep emphasizing the maintenance 
of a percentage or the writing in of a percentage, we may get it. 

Mrs. Farwe.u. You may have a good point there. We just want 
to be sure they have their $11 million. 

Senator Humenrey. You want to get that $11 million. 

Mrs. Farwewt. That is right. 

Senator HickeNn.oorer. I understand you want the $11 million. 
I am very familiar with this program. 

Senator Humpurey. Mr. Herman F. Reissig of the council for 
social action of the Congregational Christian Churches of New York. 
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STATEMENT OF HERMAN F. REISSIG, COUNCIL FOR SOCIAL ACTION 
OF THE CONGREGATIONAL CHRISTIAN CHURCHES, NEW YORK, 


N. Y. 


Mr. Reisstc. Mr. Chairman, I will take about 5 minutes. I would 
like to say something about the state of public opinion on foreign aid. 

Last year and up until recently this year, we had many reports, 
and I think one of them came from you, Mr. Chairman, that mail 
to Congress was running heavily against the foreign aid program, and 
I would like to offer a brief explanation based on my experience of 
why this is so. 

Senator Humpurey. I want to amend that statement. Even 
though its runs heavily against it, insofar as the mail I have received, 
it has not influenced my point of view. 

Mr. Retsstce. I am glad to hear that. 

Mr. Chairman, to the huge volume of testimony given to you, I 
wish to add only four brief comments. 


STUDIES MADE OF THE MUTUAL SECURITY PROGRAM 


First, we can, I think, say that all of the main facts and arguments 
related to the mutual security program have now been made available 
to the Congress and to the public. During 1956 and 1957 this pro- 
gram, in both its military and economic aid aspects, was investigated 
as thoroughly as any part of our foreign policy has ever been imvesti- 
gated. <A special Senate committee investigated, hiring 10 great 
research organizations to help it. The House Foreign Atfairs Com- 
mittee held lengthy hearings and published a 500-page report. The 
President’s Citizen Advisers, headed by Ben Fairless, traveled widely 
and gave us its report. The International Development Advisory 
Board, chaired by Eric Johnston, listened, looked, discussed, and 
issued a set of findings. The United States Council of International 
Chamber of Commerce published a staff paper. The Committee for 
Economic Development, an organization of businessmen, conducted an 
investigation and published a report. A private seminar, meeting at 
Arden House under the sponsorship of Columbia University, has given 
us its findings. Articles by people who could make some claim to 
being experts have appeared in Life, the Saturday Evening Post, 
Look, and in many other periodicals. 

The leading labor and farm organizations have studied the subject 
and made statements. Most of the religious bodies, Catholic, Jewish, 
Protestant, have had their say. Christian missionary agencies, with 
wide experience in the underdeveloped areas, have published analyses 
and recommendations. The National Council of the Churches of 
Christ in the United States is on record. 

The astonishing fact is that in almost all of these studies and state- 
ments there is very near unanimous agreement that the United States 
has not been wasting its money and that our country must continue to 
have a substantial mutual security program, including especially aid 
for economic development. The facts, I submit, are in. 
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ISOLATED INSTANCES OF WASTE OF AID 


Second, in the use of our aid to other countries there have been some 
mistakes and some waste. It is right that the administration and 
the Congress should look carefully for mistakes and waste. It is not 
reasonable to permit isolated instances of waste to blind us to the 
overriding benefits and the overriding necessities of the program. 

Mr. Clarence Randall cites cases of waste in his own Inland Steel 
Co. The difference, he says, is that a private business does not have a 
swarm of citizens on its property looking for waste—citizens who 
then go out and write articles and make speeches about it. “Uncle 
Sam,” says Ben Fairless, “has not been Uncle Sap.” 


GRASSROOTS SUPPORT OF MUTUAL SECURITY PROGRAM INHIBITED 


Third, some of us think we know why congressional mail has, in 
the past, run heavily against what is mistakenly called foreign aid. 
In recent weeks I have traveled almost continuously, speaking to civic 
groups as well as in the churches on aid for economic development. 
When one cites the actual figures, and analyzes the need, describes the 
program, there is almost always an overwhelmingly affirmative 
response. 

I might add that I got such a response from the Rotary Club in 
Providence, R. I. I didn’t really expect it. I never, on any subject, 
had a better response from a Rotary Club than on recommending this 
foreign aid program, and some of them said, “We didn’t know the 
facts.” 

The American people are not hopelessly shortsighted. Grassroots 
support for the program is inhibitedby two facts. 

First, thousands of people, as I know them, have no enthusiasm for 
the economic aid aspect of the program because, in relation to the need 
and to the amounts spent on military aid, it is too small to elicit their 
enthusiasm. They may not be opposed to military defense; most of 
them are not. They do think our response to the world situation is 
terribly out of balance. 

Take the request for 1959. Of the $3,942,100,000, $2,635,000,000 for 
military assistance and defense support. For economic aid of all 
kinds, in all the countries under heavy pressure to make progress in 
this area, $1,807,100,000. But of this amount $625 million is to go 
into the Development Loan Fund, so that most of it will come back 
tous. This leaves $632,100,000 for grants or gifts, or what some people 
call giveaway program, to help alleviate hunger and lift living 
standards. 

And this from a Nation which, with 6 percent of the world’s popu- 
lation has about 50 percent of the world’s produced wealth. This 
from a Nation with an annual total income of $427 billion. And a 
proposed governmental budget for 1959 of nearly $74 billion. 

Mr. Chairman, the people in our churches and outside the churches 
who know the crucial importance of underdeveloped countries, such 
as India, and who know how much we are actually proposing to give, 
are not enough aroused by this small amount to make them feel like 
writing a letter to anybody. One has to say to them, “For goodness 
sake, make your opinion known, or we won’t get even this much.” 
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But other citizens, not paying quite such close attention, are under 
the impression that we are, as the saying goes, “giving away billions.” 
They agree that both the national interest and the moral responsibility 
of a rich nation in a poor world require foreign aid, but the talk 
about billions makes them think we are probably doing our share. 

I have on more than one face seen a look of surprise when the real 
facts were cited. It requires no particularly high degree of intelli- 

ence to see that India could be lost to the free world, and that if 
Feacdias goes under there it will be partly because the present soundly 
democratic government could not find enough capital to finance the 
demanded economic reconstruction. 

But the man in the back of the room at a meeting in St. Louis began 
a statement with the words, “We are giving billions to India.” He 
was surprised when I quoted from Senate Document No. 52 (85th 
Cong., 1st sess.) to prove that since World War II India has received 
from the United States, in grants and loans, only $479 million. 

This is to say that the people who could be relied upon to give active 
support to a substantial program of economic aid are either discour- 
aged or confused. 

Fourth, and finally, there is increasing understanding in the 
churches and among the American people generally that the United 
States is not trying to buy friends, that private relief agencies have an 
important part to play, that private industry should and will some 
day do the main job of raising living standards, but that there is at 
present, in many countries, no alternative to large-scale government- 
to-government loans. This means that whether our motive is mainly 
moral concern for our neighbors or, mainly, the cause of freedom in a 
world where the threat to freedom is more serious than many of us 
understand, we should, as Americans, provide through our Govern- 
ment, as the lowest possible minimum, the economic aid the administra- 
tion is asking. 

May I ask you one question, Senator? 

Senator Humpurey. You surely can do that. 

Mr. Retssic. Can you tell me if there has been any change in the 
mail coming into Congress in recent weeks or months ? 

Senator Humpnurey. I would think so. I would think that the 
efforts that have been made for a broader understanding of mutual 
security have been productive and have been helpful. 

Of course, I feel that a Member of Congress must make up his own 
mind on these matters. We know that there is organized pressure 
both ways, and I doubt that very many Members of Congress make 
their ultimate judgment on the basis of weighing the mail, despite 
all the talk that you hear about that. One of the most encouraging 
signs, of course, is the caliber of the witnesses that are here this morn- 
ing, and the organizations that they represent. When you look 
down the list of witnesses and the groups that are represented here 
from every walk of life—the religious groups, the private groups, the 
veterans’ groups, the political groups—you are in pretty good com- 
pany. 

Mr. Rersstc. Thank you very much. 

Senator Humpurey. Senator Hickenlooper, do you want to ques- 
tion the witness? 

Senator Hicken Looper. No. 
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(Mr. Reissig’s statement follows :) 


STATEMENT BY HERMAN F. REISSIG FOR THE COUNCIL FOR CHRISTIAN SOCIAL ACTION 
OF THE UNITED CHURCH OF CHRIST 


My name is Herman Reissig. I am International Relations Secretary of 
the Council for Christian Social Action of the United Church of Christ. The 
United Church of Christ came into being in 1957 as a result of union of the 
general council of the Congregational Christian Churches and of the Evangelical 
and Reformed Church. I am speaking here today for the Council of Christian 
Social Action. 

Let me begin by saying something to indicate the importance my organization 
attaches to United States economic aid to other countries. Late last year 
the Council for Christian Social Action adopted a program of education and action 
on this issue which included : 

1. A letter to every church in the denomination signed by the two chief officers 
of the United Church of Christ. The letter was sent and it marked the first time 
that either one of these officers had sent a special letter to the churches of his 
denomination concerned solely with a foreign policy issue. 

2. The preparation of a special packet of materials on aid and trade. This 
packet was ordered by approximately 1,000 local church groups. 

3. The publication of special articles in the denominational journals. Five 
such articles have appeared or will shortly appear. 

4. The selection of a corps of speakers in various parts of the country, to whom 
special materials have been sent, and who have agreed to lead discussions on 
the mutual security program. 

5. A nationwide tour by a member of the staff for the purpose of discussing 
aid and trade with key ministers and lay members of the churches. I am now in 
the midst of this tour. Most of the meetings are of an interdenominational 
character, being sponsored by the National Council of the Churches of Christ. 
Within the past few days I have spoken to 12 church groups in New England, 
in addition to a Rotary Club and a special luncheon for businessmen. Concern- 
ing these meetings I shall say only that the response has been encouraging. 
When our people understand what foreign aid is, why we give it, and how much 
we give, much of the opposition to it disappears. 

The activities of the Council for Christian Social Action are warranted, 
ecclesiastically speaking, by the fact that both of the denominations now joining 
in the United Church of Christ have, in their national assemblies, adopted strong 
resolutions in support of technical assistance and of loans and grants for basic 
economic development. These resolutions represent more than just the think- 
ing of a few individuals who were able to persuade a large assembly to give its 
approval to something most of those present knew little about. In the case of 
one of the constituent denominations, the resolutions had been discussed in hun- 
dreds of local groups before they went up to the national meetings. Making no 
claim to represent everyone in our churches, we are able to say that many thou- 
sands of ministers and laymen, from Maine to California, want, not less foreign 
economic aid but more than the administration is currently asking. 

Let me now briefly review the kind of argument my church agency presents to 
our people—a line of reasoning to which many warmly respond. 

First, the security of the United States is not merely a materialistic and 
selfish consideration. The defeat or the serious weakening of the United States 
in the struggle with communism would mean more than the loss of material 
values. Here, in our country, with all its grave faults, the values of justice, 
freedom, respect for personality have as good a home as can be found on earth. 
Those whose main interest is in moral and spiritual values ought, therefore, 
to take the liveliest kind of interest in protecting the United States. When 
our military leaders tell us, with one voice, that military strength in our allies 
and friends is essential to our security, we, who are amateurs in that area, 
are compelled to accept their opinion—unless we are pacifists who see only waste 
and danger in armaments. But my organization is not pacifist. That is the 
first argument for the mutual security program. It is the argument from the 
national self-interest. But the self-interest of the United States is not merely 
a selfish or materialistic consideration. 

Second—and we come now more specifically to the economic aid features of 
the program—we do not believe it is enlightened self-interest or good business 
sense or good political stewardship to disregard the growing economic interde- 
pendence of the nations and to proceed as if economic aid to other countries 
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were merely a tolerable optional activity for the humanitarians and idealists 
who would rather give to other people than take care of their own. 

The world is by no means politically and culturally one. It is so bound to- 
gether on the economic level that prosperity is not secure anywhere unless it 
is, at least, increasing everywhere. To concentrate 80 percent of the world’s 
income in 35 percent of its population does not, since the days of the industrial 
revolution, make economic sense. The fact that the United States, with 6 
percent of the world’s people, has about 50 percent of the world’s produced 
wealth should not be cause for thanksgiving; it should be cause for alarm. It 
is, so my organization believes, bad politics and bad economics. This situation, 
we believe, ought to lead Americans to ask, not how much longer must we 
continue to provide aid to other countries, but what can our country do to help 
decrease this dangerous disparity in living standards? 

I come now to the motive of moral responsibility. Mr. Chairman, we in the 
churches have been wrestling with this problem: To what extent should ethical 
considerations determine our Government's foreign policy? Does the Govern- 
ment of the United States have a moral obligation with respect to human 
need outside our national borders? Have those who feel morally guilty to be 
living so well when most of our fellowmen are in misery—have they a right to 
ask Government to be an instrument for discharging some of the moral obli- 
gation they feel? 

The answer some of us have found runs about like this: The Government 
of the United States is not a world relief agency. It exists for the benefit of 
the United States. But what, we ask, is the United States? Is it not a political 
entity with a certain character? And does this Character not include at least 
a strong element of such things as respect for human life everywhere, compas- 
sion for the suffering, wherever they may be, moral concern for men, women, 
and children, wherever they live? If the National Government really repre- 
sents the American people must it not, therefore, be a government which repre- 
sents their interest in others, as well as their interest in themselves? Does not 
the preservation of the United States, which is government's sole business. 
include some expression of the humanitarian aspects of the American character? 

But if some still should feel that moral concern for, let us say, human misery 
in India, should be expressed solely through private organizations, the answer 
would seem to be that private organizations are inadequate to the task. Even 
from a humanitarian viewpoint, what India chiefly needs is not charity but 
capital for her economic development. The most effective way to love the 
Indian people is to help them build a steel plant. This our private relief organi- 
zations cannot do. Much of the basic development work cannot be financed 
by private business. Government-to-government loans and grants are now an 
indispensable channel for the expression of moral obligation. 

Mr. Chairman, I submit it as an opinion, admittedly hard to document, that 
most Americans are not happy about living luxuriously when so many are in 
want. They are, deep down, uneasy about the fact that 40 million of Brazil's 
60 million people have never been to school or seen a doctor. They are not as 
morally complacent and selfish as would sometimes appear. If Government 
foreign economic aid is adequately explained to them, they will ask the Con- 
gress to appropriate, not only what the administration is asking, but more. 

Some Americans are bothered by reports of waste. On this point I want to 
quote Mr. Clarence Randall, former chairman of the board of the Inland Steel 
Co. In an article published in the Saturday Evening Post on June 22, 1957, Mr. 
Randall said: “As I have gone about in many parts of the world, often taking 
my wife with me—at my expense—she and I have been greatly impressed with 
the dedicated quality of the service rendered our country by these remote 
American staffs, and by the effectiveness of what they are doing. Of course, 
there have been mistakes * * * It is my considered judgment that the mistakes 
in administration of our program of foreign economic assistance have been just 
sbout comparable in character with those that occur in the average business 
organization, and that they stem from just about the same frailties of human 
nature that prevail in all walks of life.” 

Mr. Randall went on to cite cases of waste in his own company. The differ- 
ence, he wrote, is that a private business does not have a swarm of citizens on 
its property looking for waste, who then go out and write articles and make 
speeches about it. To which I might add that waste and inefficiency in foreign 
aid are the biggest factors in the minds of those who never liked the idea of 
helping other nations in the first place. In the minds of the more farsighted, 
these things are regrettable but they are not used as an excuse for stopping or 
slashing a vitally important action. 
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One of the obstacles to public support of this program, Mr. Chairman, is the 
widespread impression that the United States is giving much larger sums than 
is actually the case. At a meeting in St. Louis, a man stood up and said, “We 
have given billions to India, and now we are told the United States is not 
popular in India. If that’s the way they feel, why should we go on helping 
them?” The fact is, of course, that in 12 years, the United States has not 
given even 1 billion to India, let alone billions. Incidentally, my organization 
would be inclined to agree with the suggestion made by a Member of this Con- 
gress to the effect that if we acted in accordance with our own self-interest, not 
to speak of humanitarian motives, we would embark upon a kind of Marshal) 
plan for India. We did not save China. We might help to save that crucially 
important subcontinent of India. 

If we look carefully at the fiscal year 1959 appropriation request we find 
the following. Total request: $3,942 million. Of this, $2,635 million is for 
direct and indirect military assistance. This $2,635 million will, we all agree, be 
spent for the defense of the United States, even if it is done through other 
governments. This leaves $1,307 million for what may be called economic aid. 
But of this amount, $625 million is asked for the Development Loan Fund. Not 
all of the $625 million will be returned to us, since the loans can be repaid in 
“soft” currencies, but much of it will come back. We are left, therefore, with a 
grand total of $682 million for grants or gifts. Mr. Chairman, the wonder is, 
not that Americans boggle at this amount but that we make any fuss about it 
at all. And, I am convinced, that where there is an outcry against “foreign 
aid” it is almost wholly due to the impression that the amount being considered 
is far more than it actually is. 

The Council for Christian Social Action, therefore, respectfully urges that 
this committee recommend that the full amount requested for economic aid 
abroad be authorized and appropriated. If such action is opposed by a vocal 
few, it will, we believe, win the approval and thanks of most Americans. 


Senator Humpurey. Mr. Danielian of the Great Lakes-St. Law- 
rence Association. 


STATEMENT OF N. R. DANIELIAN, GREAT LAKES-ST. LAWRENCE 
ASSOCIATION, WASHINGTON, D. C. 


Mr. Dantevian. Mr. Chairman, I shall be happy to submit my 
statement for the record. I would like to add a couple of comments. 
(The statement referred to is as follows :) 


STATEMENT BY Dr. N. R. DANIELIAN, PRESIDENT, GREAT LAKES-St. LAWRENCE 
ASSOCIATION 


I appear today in support of the Mutual Security Act of 1958 as an individual 
and not as a spokesman for my organization, although I have the permission of 
my board of directors to support this program in my individual capacity. 

In view of my 19 years of interest and effort on behalf of resource and eco- 
nomic development of the Great Lakes-St. Lawrence Basin, aptly called the 
heartland of the North American Continent, I should like to make a statement as 
to why this mutual security program is vitally essential to the protection and 
economic well-being of this important area of our country. I shall state these 
views very briefly. 

1. In this age of atomic warheads, long-range bombers and ballistic missiles, 
the northern tier of States of our country will become inescapably a war front in 
case of an unwanted catastrophic international conflagration. 

Whereas in the past the Atlantic and the Pacific coasts were our exposed mili- 
tary fronts, as a result of the technological revolution of the past 13 years, our 
northern frontier from Maine to the State of Washington has now become a 
third front equally involved in time of worldwide international conflict. It is 
no longer immune against military action and destruction. 

2. Directly involved in any future world conflict and subject to immediate 
destruction in the Great Lakes States are the most vital installations of our 
national existence supporting the very foundations of our economic and military 
capacity. 
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Between 50 million and 60 million of our population, over 70 percent of our 
steel industry, over 60 percent of our machinery industry, more than 80 percent 
of our automotive equipment, between 50 percent and 60 percent of the staple- 
food production, and many other vital segments of our economy are located in 
the heartland of America. A quick attack upon the vitals of our national exist- 
ence in this area will destroy it irreparably and probably set back our industrial 
civilization by half a century or more. As the capacity of this area to produce 
the materials of our strength forms the foundation of NATO military posture, 
the security and protection of the heartland, which now finds itself in the fore- 
front of a worldwide struggle, is basic to the survival of the free world. 

8. It has been stated and generally accepted as a controlling factor in national 
policy that the Soviet system has the military capacity to inflict severe damage 
upon our country, just as our military might has the imposing and undoubtable 
eapacity to retaliate with equal, even greater, ferocity. Under such conditions, 
we have entered a period of what has been called deterrence of terror. If this 
unhappy balance is maintained, then what means are available to hold the 
geographical frontiers of the free world? 

4. The devices available to the Communist world to push these frontiers out- 
ward in their favor, short of outright challenge of the United States, are local 
wars, such as we have experienced in Korea and Vietnam, Communist-inspired 
civil wars, political subversion, and economic penetration. 

5. The Great Lakes area, as the rest of our country, has a vital interest in the 
preservation of the present boundaries of the free world, for in direct ratio with 
the continued expansion of Soviet influence in the allied, free, and noncom- 
mitted nations, the prosperity and the free-enterprise system, upon which the 
welfare of all our people has been founded, will suffer irrevocably. There is 
serious doubt that the free-enterprise system can exist without controls if the 
area of Communist domination is allowed to expand at the expense of the free 
world. 

6. As I read the voluminous documentation of the mutual security program, 
its specific essential purposes can be summarized as follows: 

(a) To maintain the balance of power between ourselves and allies, on the 
one side, and the Soviet system, on the other, as a deterrent to a world war. 

(b) To aid free nations to resist local wars of aggression. 

(c) To strengthen their internal security forces against the possibilities of 
Communist-inspired civil strife. 

(d) To strengthen free governments against Communist-inspired political 
subversion. 

(e) To help the economic development of people in less advanced countries 
so that they can achieve their aspirations for a better life under freedom instead 
of falling prey to the enticements and promises of totalitarian doctrines. 

I do not see how anyone can deny that these are essential steps in the main- 
tenance of the present boundaries of free and independent countries and that 
the mutual security program is a vital component of our defensive structure, 
as vital in fact as military preparedness and technological and scientific 
mobilization. 

Of course, there are differences of opinion as to emphasis—how much of this 
program should go to military aid and how much to economic assistance; as to the 
geographic distribution—how much should go to Korea and Vietnam and Formosa 
as against some other parts of the world such as India, the Middle East, Africa, 
and South America; as to administrative efficacy—whether the program is a 
success in one or the other country, or how much waste there may be in one or 
another program; and as to the impact upon individual economic groups in this 
country. 

I am not prepared now to pass judgment on the relative merits of these con- 
flicting opinions. It is unquestionably true that those who advance alternative 
programs and approaches in this area are motivated by a desire to make this 
undertaking more effective, and they deserve careful attention. I am confident 
that under the highly responsive and responsible administration of the Deputy 
Under Secretary of State, Mr. Douglas Dillon, and the Director of the Inter- 
national Cooperation Administration, Mr. James Smith, and the counsel and 
advice of committees of Congress, improvements will continue to be made in 
emphasis, direction, and administration. It would be a tragic mistake, how- 
ever, in this spring of 1958, to allow disagreements in detail to cripple, by drastic 
reductions in seale, such an important phase of our national security program. 

It is said that we cannot afford such a large program. It is difficult to believe 
that this great Nation of ours cannot afford to devote less than 1 percent of its 
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total national product for the maintenance of the present boundaries of the free 
world. 

It is said that all of this money should be spent in the United States. I agree 
that where there are not extreme disparities in cost, contracts may well be placed 
in the United States, but it is important to realize that directly, or through second, 
third, or fourth parties, any United States dollars spent abroad come back here as 
purchasing power to buy some United States product. The real problem there is 
not whether the money is spent in the United States, because it is all, in the end, 
spent in the United States. The real problem is how much in goods and services 
our dollars will buy to advance the program’s objectives. 

One ean go on refuting small criticisms and fallacies endlessly. In this day 
of 20-megaton thermonuclear weapons and 18,000-mile-per-hour missiles one must 
be careful not to be too egocentric in the discussion of this program. 

The American people are motivated in times of crisis, as always, by love of life, 
of country, of freedom, and of God. 

I am sure that the mutual security program, if presented in its proper per- 
spective, as one of the essential means of preventing war, of protecting our coun- 
try, of preserving our freedom and encouraging its further development in other 
parts of the world, will awaken the American people to the measure of their 
greatness. 


IMPORTANCE OF UNDERSTANDING SECURITY PURPOSES OF MUTUAL SECURITY 
PROGRAM 


Mr. Dantex1an. This statement is prepared on the premise that the 
greatest danger that confronts the foreign aid program is a drastic 
cut in appropriations as a result of cynicism or lack of understanding, 
and I think everything should be done to prevent that. 

Second, as I study “the subject, I find that the areas of opposition 
come from the Middle West and the South, and different places, and I 
think it is very important that an understanding of the security as 
well as economic purposes of this program be extended to those area 

In the third place, it is premised on the fact that, to make any prog- 
ress, you have to achieve an understanding, a concensus of opinion 
among conservatives and middle-of-the-road people as well as liberal 
people, and I think it is very important that we don’t lose sight of the 
faet that by carping criticism on details we may lose the main objec- 
tive. 

I think it is important to realize that the responsibility for the de- 
velopment of foreign policy is that of the Executive with the advice 
and consent of the Senate and committees of C ongress such as this, and 
also controlled by the power of the purse. But I think it is very im- 
portant to be constructive in our approach because, as the years go on, 
it will be important to reorient this along the lines of some other dis- 
cussion that we have heard today. 

Thank you very much. 

Senator Humpurey. Thank you very much, Mr. Danielian. 

Is Mr. Reuben Johnson of the National Farmers Union here? Mr. 
Johnson, we welcome you. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION (PRESENTED BY REUBEN JOHNSON) 


Mr. Jounson. Mr. Chairman and members of the committee, Na- 
tional Farmers Union wishes to reaflirm its support of the objectives 
of the mutuual security programs. In each of the 10 years since 
their establishment, we have supported these programs of eco- 
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nomic development, technical assistance, and military aid for the war- 
devastated and lesser developed nations of the free world. 


INADEQUACY OF PRESENT METHODS OF OPERATION 


We are concerned that present administration of these programs 
is not achieving the objectives as conceived by the Congress. We 
therefore welcomed President Eisenhower’s message to Congress in 
which he stated that the objectives of the mutual security program 
is “to preserve peace and freedom for our Nation and for other na- 
tions of the free world.” 

We have a prime responsibility to our own people for building 
firm bonds of friendship between this country and the many friendly 
and struggling nations of the world. The inadequacy of our pres- 
ent methods of operation have been revealed in the past years by the 
deterioration of our relationships with nations in the Middle East 
heretofore friendly to the United States. Our relations with the so- 
called neutral or uncommitted nations of Asia have weakened, as 
well as those with our friends in the Atlantic Alliance. Moreover, 
we have lost Syria to the Communists and the tragic and unnecessary 
Suez crisis still exists. 

With this alarming situation as a background, the President’s 
forthright statement of our aim to build for international security 
through suggested programs for economic development loans, con- 
tinuing technical assistance, attention to world health needs, and 
military aid was doubly welcome. 


VIEWS OF NATIONAL FARMERS UNION 


The membership of National Farmers Union, through delegates 
to our most recent national convention, expressed interest in and sup- 
port of activities and programs needed to increase the economic 
strength, productive capacity, and living standards of the people of 
the free world. Having seen the success of the Marshall plan in the 
reconstruction of the war-wounded European nations and Japan. 
Farmers Union members support assistance of such magnitude and 
for such duration of time as may be necessary to find the right an- 
swers to the problems of chronic underdevelopment. Members of 
National Farmers Union look on United States assistance to the 
lesser developed nations as essential to the attainment of peace and 
better living for our own citizens as well as the citizens of the other 
free nations. Moreover, we look up such programs not as foolhardy 
benevolence, but as a commonsense approach to the attainment of 
our own security and survival. We concur heartily with the Presi- 
dent’s statement : 


It is (mutual security) what its name declares—the mutual security of our 
own and other free nations. 


SITUATION IN UNDERDEVELOPED COUNTRIES 


Most people in Asia, Africa, and Latin America live under condi- 
tions which by American standards are appalling. These people, 
human beings, not only do not enjoy the goods and services which we 
have come to regard as a normal part of modern living, but are in- 
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adequately supplied even with the basic necessities of life—food, cloth- 
ing, and shelter. For the most part they are illiterate and without 
programs of vocational education which we have drawn on heavily 
for trained manpower both in the agricultural and industrial sectors 
of our economy. They suffer from numerous diseases which we have 
seen either eliminated completely or brought under control in the 
advanced countries of North America and Europe. Infant mortality 
is high, as is the birth rate. —_ is short, with starvation still a 
cause of death in some areas. 

In his state of the Union message the President challenged the 
Soviet Union to join in our efforts to eliminate cancer, heart disease, 
and malaria. But with starvation still a cause of death in some areas 
and with hunger prevalent among half of the world’s people, we sub- 
mit that a challenge to the Russians to join us in greatly expanded 
efforts to eliminate hunger in the world would have served best the 
objectives we seek—“peace and freedom,” in the words of the 
President. 

People of Asia, Africa, and the Middle East are struggling for free- 
dom from colonialism and for a democratic society embrs ‘acing the con- 
cept of dignities of the individual. They seek livi ing wages, , fair and 
rising labor standards, progressive forms of taxation, ier elimination 
of discrimination based on rac e, color, nationality, religious beliefs, 
caste, or sex and, last but not least, they seek enough to eat and wear. 
These kinds of aspirations, farm families of the United States can 
understand. What they cannot understand is why we cannot have 
a foreign policy which will reflect our genuine interest in human free- 
dom and betterment in the underdeveloped areas of the world. 


IMPORTANCE OF HAVING FARSIGHTED ATTITUDE TOWARD UNDERDEVELOPED 
AREAS 


We feel now more than ever, it is important that our attitude toward 
the underdeveloped areas of the world be farsighted and just. Ina 
democracy we all share in the responsibilities which have fallen on 
the United States—recognized leader of free and freedom-seeking 
men and women of all nations. 

Farm families believe in a pattern of living based on fair play, 
neighborliness, and concern for the welfare of others. Out of this 
conviction has grown a deep-seated desire for a world free from con- 
flict as well as a basic understanding of the causes of unrest—unrest 
that ultimately may be the cause of war. Farm families know that 
the greatest contribution that we, as a nation leading the free world, 

can make is to solve the problems of chronic underdevelopment, 
poverty, and hunger. 


FAILURE TO USE CONSTRUCTIVELY OUR STOCKPILE OF FOOD AND FIBER 


We cannot understand the shortsighted failure of the administration 
to make constructive use of our stockpile of food and fiber in areas of 
need. If the Soviet Union were blessed with such a treasurehouse, 
they would recognize it as a force to be used creatively and boldly for 
their own aggressive, expansionist purposes. Are we so lacking in 
imagination that we canont devise ways and means of using these 
stocks of food and fiber, either on a loan or grant basis, to raise the 
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standards of living and of education in chronically paderievainped 
areas? We believe that these needs, rather than the military kind of 
security, as important as it is, should be uppermost in our thoughts 
and plans. In serving the basic needs of people who are desperately 
trying to bridge a gap of a century or more in economic and educational 
development, we will serve our own best interests. 

We know that there is no escape from substantial foreign-aid 
expenditures for many years ahead. Such a program, however, 
should be directed toward the basic needs of the impoverished people 
in our world. Food is a vital and necessary factor in our foreign 
policy. All of the so-called surplus United States food and fiber 
production would be but a drop in the bucket if the democratic nations 
should agree to use food to finance elimination of illiteracy in under- 
developed countries by means of nationwide systems of free public- 
school education. Included in this educational program should be 
vocational-education training for both youth and adults in the skills 
needed in agriculture and whatever industrial employment is 
available. 

INCREASING MULTILATERAL AID 


United States programs of technical assistance and economic devel- 
opment should be directed increasingly through the United Nations 
and the specialized agencies. Last year the United States contributed 
to the United Nations technical assistance program approximately 
50 percent of the total. Even at this amount we were contributing 
less than several other countries when total amounts contributed by 
nations are broken down to the per capita contribution. We favor, 
therefore, stepped-up participation in this United Nations program 
of technical assistance and favor increased United States contribu- 
tions to this and other related programs of the specialized agencies 
when such can be accomplished without interfering with the multi- 
lateral nature of the programs. Specifically, we urge that the full 
$20 million provided for the United Nations Expanded Technical 
Assistance Fund be approved by the committee. 

We would not want it to appear that the United States is trying 
to take over the programs of technical assistance and economic devel- 
opment now being conducted so successfully on a multilateral basis. 
There would be some concern in this connection, I am sure, if we 
should channel the contribution we are now making to the United 
Nations Expanded Technical Assistance Fund direct to the specialized 
agencies of the United Nations as some have proposed. 

There are sound and logical reasons why we in the United States 
could do well to channel even larger amounts of our expenditures 
for technical assistance and economic development through the United 
Nations. Perhaps the primary reason is the almost. hysterical wave 
of nationalism which is spreading throughout the nations which only 
recently have shed the yoke of colonialism and those which have yet 
to do so. These nations, greatly in need of assistance in education 
and economic development as they are, prefer such assistance through 
the United Nations. There are no people in the world who should 
be able to understand this attitude any better than we here in the 
United States. Because of past experiences that some of these nations 
have had with colonial powers, they remain highly suspicious of the 
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intentions of any Western Power. To put it simply, they are fearful 
of becoming involved in what appears to be a new imperialist rela- 
tionship. The United Nations framework offers them assurance of 
an equitable relationship within any economic assistance program by 
virtue of their participation in the agencies of the United Nations. 


EXTENDING ECONOMIC AID TO NEUTRAL NATIONS 


While we endorse the military side of the mutual security program— 
appropriations for the 1959 fiscal year are more than $2.5 billion—we 
do not agree with those who believe that economic assistance should 
be given only to countries committed to us as military allies. This 
kind of thinking ignores the facts of life in the emerging areas of the 
world. The loss to communism of a so-called neutralist country could 


be just as damaging to our security as the loss of a military ally. 
LORD BOYD-ORR’S PROPOSAL 


Delegates to the recent national convention of the Farmers Union 
heard, as well as endorsed, a proposal outlined by Lord John Boyd-Orr 
to reduce military expenditures and increase thereby spendable per- 
sonal incomes and funds for economic development. Lord Boyd-Orr’s 
proposal relates both to the er we seek in the emerging areas 
of the world and in furthering disarmament negotiations. He proposes 
that the United States assume leadership for negotiations with the 
Soviet Union, inviting other nations to participate, the objectives being 
to reduce expenditures for armaments by approximately 10 percent 
as a beginning. 

Half of the savings could be used, according to Lord Boyd-Orr, to 
cut taxes and the other half devoted to an economic development fund 
under the auspices of the United Nations to be used in ways which 
further peace, freedom, and rising living standards in the emerging 
areas of the world. 

The production of enormous quantities of agricultural implements, 
fertilizers, equipment for irrigation projects, modern sanitation, to- 

ether with consumer goods, as the purchasing power of the people 
in the undeveloped countries rises, would provide a market for all that 
the industrialized countries would produce for a good many years 
ahead, and so keep the wheels of doses turning as the production 
of armaments decreased. 

This general idea of getting the nations to cooperate in world devel- 

5 5 5 pera C 
opment, to abolish poverty, and double and redouble world trade was 
the conception behind the establishment of the Food and Agriculture 
Organization. The World Food Bank, proposed by FAO and ap- 
proved by the majority of the nations of the world, was designed to be 
the first step beginning with food—the first want of man. 

If a World Food Bank, as proposed by Lord Boyd-Orr, had been 
in operation since 1946, when he proposed it, the surpluses of food and 
industrial products now causing economic distress would have been 
purchased by the undeveloped countries through long-term loans pro- 
vided from the Development Fund. 

Our president, James G. Patton, continues to urge that, looking 
towed to the time when Lord Boyd-Orr’s proposal is accepted by 
the so-called “have” nations, we in the United States set aside 5 per- 
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cent of our gross national product for use in making long-range loans 
and grants to nations in emerging areas of the world. W ithout some 
such action on a long-range basis pressure continues for erecting trade 
barriers, political barriers, and human barriers which breed more con- 
flict and which may be the basis for another world war. 


ADVANTAGES OF EXTENDING AID THROUGH VOLUNTARY PRIVATE 
ORGANIZATIONS 


Those parts of technical assistance and economic development pro- 
grams that cannot under current conditions be administered through 
the United Nations should be conducted through voluntary private 
foreign policy organizations such as under direction of religious or- 
ganizations and through CARE. Working through private organiza- 
tions has two adv antages: (1) There is about. such channels not even 
the illusion of “economic imperialism” which is sometimes incorrectly 
held to be the case with direct Government aid, and (2) there tends to 
be more diligence on the part of private relief groups to find the peo- 
ple most in need of help and to serve them in the most economical ways. 


PROMOTING AGRICULTURAL LAND REFORM 


National Farmers Union supports the view that the agencies con- 
ducting technical assistance programs should promote agricultural 
land reform in all of its phases: secure land tenure, adequate farm 
income programs, development of farmers’ purchasing, marketing 
and service cooperatives, adequate family farm credit facilities, or- 
ganization and he ‘elopment of free farm organizations. 

The desire of the agricultural producers of the world to become 
substantial family farmers with secure tenure and decent incomes 

can be a strong moving force for expansion of democracy and a secure 
peace. We urge continuing study along this line to determine the 
extent to which adequate emphasis is being given to the matter of 
giving farm families a strong stake in their land and their national 
survival, 

YOUNG FARMERS TRAINING PROGRAM 


In this connection Farmers Union this year is host to about 65 farm 
youths from the countries who are members of the OEEC, the organi- 
zation for European Economic Cooperation. The program which 
we operate is subsidized in part by the ICA at the present time. We 
are very strongly in favor of continuing a program of this type and 
we hope that the Senate Foreign Relations Committee will urge the 
ICA to continue to aid us in conducting this program. 

Senator Humpurey. Is this under the teen-age program ? 

Mr. Jounson. No, sir, this is what we call “the young farmers 
training program. It isa program where young farmers from other 
nations come to the United States and live and work with farm fami- 
lies. They do not go to school as under some of the other exchange 
programs. At the present time we are the only farm organization 
which has this program underway. 

Senator Humrurey. Do you pay a substantial amount of the costs 
yourself ? 
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Mr. Jounson, A substantial amount of the cost is being paid by the 
farm families with whom these young farm trainees live. The young 
farm trainees are paid, I believe it is $70 a month. Twenty dollars 
of that amount goes into a national fund used to finance travel after 
their work program is completed. 

I understand, too, Mr. Chairman—I only have information from 
some of the people i in OEEC, the European Productivity Agency— 
that the ICA has indicated that they are going to discontinue provid- 
ing the small amount of funds that make this program that we have 
possible, and if the committee sees fit, we would like very much to 
have you place language in your report or in some other manner en- 
couraging the IC A to continue to help us with this program. 

Senator Humpnrey. I think it is a very good program. I just in- 
dicated to one of the staff officers of the committee that we should 
make note of this, and we will look into it. 

Mr. Jounson. Thank you very much, Mr. Chairman. 


INTERNATIONAL FOOD AND RAW MATERIAL RESERVE 


Farmers Union continues to support United States leadership in 
an International Food and Raw Material Reserve. This proposal 
is known also as the World Food Board or World Food Bank and 
has been referred to earlier as a part of the Food and Agriculture 
Organization during Lord Boyd-Orr’s Director Generalship of that 
organization. Under this proposal nations who need to withdraw 
food and fiber from the reserve or bank but cannot pay for them in 
cash would be extended a line of credit to be used in the development 
of their resources and their economy. Farmers Union believes that 
the standard of living throughout the world would be raised and, 
equally as important, put on a more stable basis. 

As stated in the legislative provision approved by the Senate in 
1956, the objectives of the international food and raw material re- 
serve are as follows: 

To prevent extreme price fluctuation in the international market 
in these con:modities. 
. To prevent famine and starvation. 

3. To help to absorb temporary market surpluses of farm products 
and other raw materials, exclusive of minerals. 

4. To build economic—and social—development programs formu- 
lated in cooperation with appropriate international agencies. 

We feel that the most persistent, most disturbing of modern eco- 
nomic problems is the human suffering and economic stagnation en- 
forced upon producers of raw mater ials by the extreme ups sand downs 
in the prices of raw materials and consequently in their incomes. 

Such great uncertainty of income is responsible for lack of economic 
growth and development in the underdeveloped areas of the world. 
Raising the incomes of primary producers would be the logical first 
step in the development and growth of the economy of an under- 
developed and emerging nation. For that reason, Farmers Union 
believes that the negotiation of an international food and raw mate- 
rial reserve is of great importance in helping solve the problems of 
the underdeveloped part of the world. 

The international food and raw material reserve proposal does 
not itself establish an international agency. It merely calls upon 
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the President to undertake negotiations with other nations to that 
end. Any agreement reached as a result of such negotiation would 
be subject to review and ratification by the Senate of the United States 
and appropriation of any capital or other funds would, as in the case 
of any appropriation, require action by both Houses of Congress. 

At the Senate hearing on the international food and raw material 
reserve resolution, the only opposing witness represented Secretary 
of Agriculture Benson. Senators Murray of Montana and Scott of 
North Carolina testified in favor of the resolution along with repre- 
sentatives of the United Auto Workers of America, Americans for 
Democratic Action, Cooperative League, International League for 
Peace and Freedom, the Committee for Economic Stability, and Na- 
tional Farmers Union. 


DECLINING FARM INCOME 


The United States economy and its future is important to whatever 
we as a nation are able to do in the underdeveloped areas of the world. 
It is absolutely imperative that the United States maintain its do- 
mestic economy on a stable and growing basis with all groups, sharing 
equitably in the wealth it affords. If we fail in this objective, we 
shall fail not only our own citizens but the citizens of the other nations 
who look to us for leadership in the struggle against communism and in 
the search of democratic government. 

The decline of farm income must be halted and the income of farm 
families must be stabilized on a parity with incomes of nonfarm 
families or we face a disastrous national depression—disastrous not 
only in terms of the welfare of our own citizens but disastrous in terms 
of the welfare of all citizens of the world who search for the good life. 

We have been led falsely to believe that increased public expendi- 
ture will result in deficit finance and higher taxes while this is not 
the case at all. Wisely planned public expenditures might result in 
a larger budget but not necessarily a deficit budget. Actually, the 
increased rate of growth of our economy would produce greater tax 
reserves and lay the groundwork for an eventual lowering of taxes. 
Such increased growth of our economy would strengthen our leader- 
ship of the democratic world and make possible more United States 
assistance to underdeveloped areas. 

We, as citizens of the United States, must seek to intensify efforts 
of the United States in maintaining a sound, growing economy with 
equitable sharing of the wealth produced among all our citizens. 


OBJECTIVES IN AIDING NEEDY AREAS OF THE WORLD 


We must assist in the development of a coordinated program to 
relieve hunger and suffering in needy areas of the world. We must 
seek means of strengthening economies of democratic nations. We 
should have as our objective in these nations the kind of development 
and assistance that will : 

1. Create an international community of economic effort for com- 
mon purposes, while neither forcing unwanted policies on others as 
a condition of our help, nor undertaking action ourselves in the 
absence of appropriate efforts in the countries that participate. 

2. Eliminate economic weaknesses that threaten political stability 
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and foster the growth of totalitarian imperialism, whatever the form. 

3. Attract peoples and governments now uncommitted or neutral 
toward true democratic government. 

4. Insure that increasing opportunities for economic growth and 
improving standards of living in underdeveloped nations will be 
equitably shared among its citizens. 

>. Result in the denouncement of colonialism in clear unmistakable 
terms. 

6. Curb the exaggerated talk about United States armed might, 
its military alliances and its atomic striking power, while maintain- 
ing an adequate defense until a foolproof disarmament agreement can 
be worked out. 

7. Provide that United States economic aid be given separate and 
apart from military aid—we would like to particularly stress that 
point, Mr. C hairman—and without strings of any kind attached. We 
must not give the impression that we are trying to “buy” good will 
of those to whom we give aid. Our interest is in assisting other 
nations in a true spirit of helpfulness. 

8. Give aid in the peaceful use of atomic energy while vastly 
— asing domestic development and use of atomic energy. 

Make constructive use of our abundant agricultural commodities 
to “alleviate inflation in developing nations and to further programs 
of education, including programs of vocational education. 


PROGRAMS SUPPORTED BY FARMERS UNION 


To obtain these objectives we support continued international eco- 
nomic negotiation such as is needed to create the International Food 
and Raw Material Reserve or World Food Bank. 

Lord John Boyd-Orr, as you know, Mr. Chairman, proposed the 
World Food Board in, I believe, as early as 1941 when he was the 
first Director General of the Food and Agricultural Organization. 
This program has continued to be supported from many areas in the 
free world, and we hope that sometime our own Government will sup- 
port it. 

Senator Humpenrey. It has had some new support, you know, re- 
cently from Australia, Japan, and Canada. 

Mr. Diefenbaker didn’t do badly on it up in Canada, either. 

Mr. Jounson. He surely didn’t. It was quite a landslide that he 
was able to muster, even over a great world’s statesman like Lester 
Pearson. 

Greatly expanded United States and United Nations foreign eco- 
nomic development assistance with the objective being wider use 
of the United Nations and private agencies. 

Expansion of the technical assistance program through which our 
advanced technological knowledge and know-how is made available 
to other nations. 

Improved land tenure systems. 

<xtending the Reciprocal Trade Agreements Act, with more and 
better use made of it. 

Expansion and renewal of international wheat and sugar agree- 
ments and negotiation of other such agreements for all commodities 
that enter import: antly into world trade. 
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Let us remember that the man who digs in the rice paddy of Ceylon 
or scratches with a stick in the earth of India is becoming more and 
more important to us. What he and other people like him think, 
eer and believe, is of growing concern to every person in the United 

tates. 

Mr. Chairman, we appreciate the opportunity to present our views 
to you. 

Senator Humpurey. Thank you very much. 

Any questions? 


The next witness is Mrs. Virginia M. Gray, of the Citizens Com- 
mittee for UNICEF. 


STATEMENT OF MRS. VIRGINIA M. GRAY, EXECUTIVE SECRETARY, 
CITIZENS COMMITTEE FOR UNICEF 


Mrs. Gray. Thank you very much, Senator Humphrey, Senator 
Smith and Senator Hickenlooper. 

Senator Smrru. Mr. Chairman, I want to say I am very happy to 
welcome Mrs. Gray here and to congratulate her for the wonderful 
work she is doing. 

Senator Humpurey. I second that motion. 

Mrs. Gray. If I may file the entire statement, I would like to take 
only 1 minute to comment on several things. 

(The document referred to is as follows :) 


STATEMENT BY Mrs. VIRGINIA M. GRAY EXECUTIVE SECRETARY, CITIZENS CoM- 
MITTEE FOR UNICEF, oN BEHALF OF THE AUTHORIZATION FOR THE APPROPRIA- 
TION FOR THE UNITED NATIONS CHILDREN’S FUND 


The Citizens Committee for UNICEF is an informal clearinghouse of legis- 
lative information serving a number of national organizations which support 
continued United States participation in the United Nations Children’s Fund 
(UNICEF). Some of these organizations appear before you separately to pre- 
sent their views while others, among them the following, have authorized this 
joint statement : 

American Association of University Women 

American Parents Committee, Inc. 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Cooperative League of the U.S. A. 

Friends Committee on National Legislation 

General Alliance of Unitarian and Other Liberal Christian Women 

Methodist Church—Woman’s Division of Christian Service of the Board of 

Missions 
National Association of Colored Women 
National Association of Social Workers, Inc. 

National Board of Young Women’s Christian Association 
National Congress of Colored Parents and Teachers 
National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 


I am appearing here this morning on behalf of these organizations to urge 
your approval of the contribution of $11 million by the United States to the 
United Nations Children’s Fund for the fiscal year ending June 80, 1959. It is 
the same amount as was appropriated last year. 

It seems unnecessary to review the accomplishments of UNICEF for this 
committee. You are already well informed. What I ean do here this morning, 
however, is to stress again, this year, the fact that most American people also 
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know a great deal about the work of UNICEF; they are much impressed by 
its achievements and they are united in their desire to see this work go for- 
ward toward the goal set by UNICEF for the year ahead—a goal of aiding 50 
million helpless victims of diseases and malnutrition. It is about these poten- 
tials for the future that I should like to talk briefly this morning. 

The dramatic accomplishments of UNICEF during the past 11 years of its 
existence have brought the organization to the point where further constructive 
growth can be confidently predicted. Such expectations are based primarily on 
the increasing understanding on the part of aided governments of the value of 
the work of UNICEF and their growing willingness to support programs for 
their own children with their own limited financial resources. In 1957, for exam- 
ple, they invested $2.37 for every dollar contributed by UNICEF (of which 55 
cents came from the United States). 

Thus the results achieved by UNICEF have a value out of all proportion to the 
relatively small contribution being requested here this year. That so much can 
be accomplished with so little money is because UNICEF is primarily a catalyst. 
First of all it pierces the vicious circle of disease, poverty, ignorance, and hope- 
lessness by demonstrating how, with even a small amount of medical help and 
sound guidance, people can learn to help themselves. Once these first steps, which 
combat mass diseases that have crippled whole populations in vast areas of the 
world, are taken, the next steps of improvement develop in logical progression. 
First comes treatment and cure of diseases—yaws, leprosy, malaria, trachoma, 
tuberculosis—then prevention of disease through increasing knowledge of the 
importance of better nutrition and improved sanitation. Opportunities for 
spreading this new knowledge for safer and healthful living abound as mothers 
bring their children to local clinics and see for themselves how they can learn 
to help themselves and their families to a better way of living. Next in order of 
development, aside from the incalculable benefits to the individual, become evi- 
dent the economic improvements to the area—the increased productivity of 
healthy workers with a higher standard of living that gradually brings the 
entire area into a more important position in world markets. All this from 
starting with the children. 

Nowhere is this explosive pattern of development more vividly apparent at 
the present time than in the countries of Africa newly emerging into national 
independence with an eager determination to overcome the handicaps of cen- 
turies of isolation. It is essential that the resources of UNICEF be available 
and adequate to provide the initial assistance so necessary if these countries are 
to begin to build a better future for their children and to achieve the political 
stability which must inevitably be based on a sound and prospering economy. 

Our organizations support the proposed contribution of $11 million to UNICEF 
as requested by the executive branch. We hope that every penny of this amount 
will be contributed to UNICEF without restriction. For this reason we oppose 
the imposition of a further reduction this year in the matching formula based 
on contributions of other governments to the central account of UNICEF. The 
policy of a matching percentage formula was established by the executive branch 
of the United States Government in 1954. It limited the United States contribu- 
tion to a certain percentage of the amount which other governments contributed 
to the central account of UNICEF with the avowed purpose of stimulating, by 
this matching incentive, other governments to raise their contributions to 
UNICEF. Starting at 60 percent, the ratio has been reduced each year by 244 
percent, until this year the executive branch recommendation places the ratio 
at 50 percent. In all fairness it must be admitted that this device succeeded 
remarkably well in the first few years of its operation. Other governments did 
increase their contributions and made possible the required matching total in 
spite of the rapidity of increases demanded of them. 

Now, however, there are ominous indications that a further reduction to 50 
percent for 1959 will be too great for the other governments to be able to match 
in the year ahead. The rate of increase in total contributions to the central 
account has begun to fall off since 1957. A few of the factors influencing this 
forecast include : 

1. There is no likelihood of an increase in the number of countries contribut- 
ing. Having reached a total of 80, the number cannot be expected to go much 
higher; in any case such additional contributions cannot be expected to increase 
significantly the total contributions ; 

2. Many of the countries contributing to the central account are also them- 
selves recipients of UNICEF aid for which they are required to match on a 
dollar-for-dollar basis the cost of aid received. They cannot be expected to have 
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the resources to make significant increases both to the central account and to 
their own UNICEF aided projects ; 

3. Domestic difficulties in certain countries will prevent any substantial 
increases over previous years in the immediate future ; 

4. A drop in the world prices of certain basic commodities on which the 
economy of some of the less well-developed countries is dependent restricts their 
available funds. 

For these reasons a further reduction in the United States percentage for 
1959 would cause a net loss to UNICEF. A breathing spell is essential to con- 
solidate the very rapid gains of the past few years. 

We earnestly request, therefore, that the members of this committee express to 
the State Department their recommendation that no further reduction in the 
percentage formula for the United States contribution be required in 1959. 
This would give UNICEF a bit more time to urge other governments to be 
prepared to increase their contributions sufficiently to make possible a future 
matching on a 50-50 basis. Unless this committee opposes a reduction in the 
United States percentage for this year, there is a strong probability that the 
total resources available to UNICEF in 1959 would be reduced, as a result of 
the operation of this formula, by an amount of $1 milion. The effect of such a 
reduction would be to withhold aid from many mothers and children who would 
otherwise have benefited from well-planned programs. It could mean life 
itself to thousands of them. 

The organizations I represent, therefore, are firmly opposed to a further 
reduction in the percentage of the United States contribution at this time and 
we hope that you will agree with us in urging that such a reduction not be applied 
this year. 

Thank you very much for this opportunity to present our views. 

Mrs. Gray. I should like first to call attention to the fact that the 
number of organizations that have joined with our citizens committee 


is increasing. This is the largest number that has ever gone together 
on a statement of this kind. 


INCREASED KNOWLEDGE OF UNICEF 


The second thing I would like to say in relation to the last para- 
graph on page 1 where I say that the American people know a great 
deal more now about the work of UNICEF than they did before is 
not an idle boast. 

Senator Humpurey. That’s right. 

Mrs. Gray. I have had the experience in going around the country 
since I was here a year ago in speaking to women’s clubs, schools, 
church groups, all sorts of organizations, and I have been amazed 
at how well informed they are. 

Senator Humpnrey. The television performances have helped a 
great deal. 

Mrs. Gray. Yes. Danny Kaye is one of our most effective ambas- 
sadors. 

CONTRIBUTIONS TO UNICEF 


The one other thing that I feel I am obliged to say because of the 
organizations that support us, I am sorry that I have to mention it 
because I notice Senator Hickenlooper spoke when he was here to 
Mrs. Farwell about it, and that is the question of the percentage in 
the year ahead. 

I would prefer not to have to mention it at all, but since the State 
Department in its presentation did recommend 50 percent for the 
year ahead, I feel if I am silent I will let it pass by default. : 

The only thing I want to say is that we don’t want this written | 
into the legislation. We only want to hold the door open in case our ) 
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fears which are listed, for the reasons listed on page 3, the four items 
there which I will not read—we have very good evidence to believe 
from reports that the UNICEF staff itself, from the delegates who 
were at the pledging conference the 1st of March, and which I had 
the privilege of attending. I heard a number of them speak of the 
problems in their own countries. 

Senator Humpurey. That is very true. 

Mrs. Gray. About how they could not increase their contribution 
in the year ahead. Those are our very strong, very valid reasons, 
and we simply want to assure the contribution of the full United 
States pledge of $11 million for this year. So I am sorry to have 
to mention percentages, but I feel that it is very important to do it. 

Senator Henteeey You are right about that. 

Senator Smrru. Mr. Chairman, I would like to make just a remark 
there. I am entirely in accord with what Mrs. Gray says. I feel 
this is one of the most important things we are doing worldwide for 
the relationship of the United States to other countries. This care 
of children appeals to everybody. 

Now we must also bear in mind that while our share of the contri- 
butions made by the contributing countries in the U. N. is a large per- 
centage, every country we help has to put in its share before the 
program can go into effect, and we are stimulating its giving to its 
own children, and that is a most important factor in this whole thing. 
I just wanted to mention that to support your position, 

Mrs. Gray. I am glad you did mention that, Senator Smith. I 
slipped over that. 

I notice that they are contributing at the rate of $2.37 for every 
United States dollar that is given or every dollar to the central ac- 
count, which means that they do believe in helping their own children, 
and are doing all they can with all of the competing demands on their 
limited economies. , 

Senator Humrurey. Thank you very much, Mrs. Gray. This is 
a very fine statement and we are grateful to you. 

Dr. Louise Holborn of the American Association of University 
Women. 


STATEMENT OF DR. LOUISE HOLBORN, OF THE AMERICAN ASSO- 
CIATION OF UNIVERSITY WOMEN, ON BEHALF OF DR. MERIBETH 
CAMERON, CHAIRMAN, INTERNATIONAL RELATIONS, AAUW; 


AND MRS. WALTER M. BAIN, CHAIRMAN, LEGISLATIVE PRO- 
GRAM COMMITTEE, AAUW 


Mrs. Hotrorn. Senator Humphrey and Senator Smith, the Amer- 
ican Association of University Women wishes to express apprecia- 
tion for the privilege of again appearing before this committee, by 
whom we have been so courteously received in the past. 

I am Dr. Louise Holborn, at the present time a professor of govern- 
ment at Connecticut College in New London, Conn. I have been 
active in the work of the association since 1935. 

Our organization is composed of 1,392 branches in the 48 States, 
the District of Columbia, Hawaii, Alaska, and Guam. The asso- 
ciation, which was founded in 1881, now has a membership of over 
143,000. 
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AAUW STUDY PROGRAM IN INTERNATIONAL RELATIONS 


The AAUW combination study and action program in interna- 
tional relations was crystallized at the time of the First World War. 

In the 40 years since the formation of these study groups in inter- 
national relations the association’s purpose has remained member 
self-education and the development of informed public opinion as a 
contribution toward the building of a healthy foreign policy for 
the United States. 


AAUW’S INTERNATIONAL PROGRAMS 


Since World War II the association has sponsored an international 
grant program under which 443 women from other countries have 
studied in the United States as at cost of over a million dollars to 
the association. These grantees have served as two-way ambassadors 
of good will. The AAUW also sponsors a fellowship program under 
which many graduate women from this country have gone abroad 
to study. We might add that many of our members have partici- 
pated actively in the United States and international programs of 
technical assistance. 

AAUW is a member of the International Federation of University 
Women, which now includes organizations in 48 countries. 


AID PROSRAM AN IMPORTANT INSTRUMENT OF AMERICAN FOREIGN POLICY 


We offer this summary of the program of the AAUW for the pur- 
pose of pointing out to you that the statement presented here is based 
on member experience and upon a sustained program of study and 
action in international relations. The association at its last biennial 
convention in Boston in June of last year again unanimously voted 
continued and vigorous support of the United States programs of 
foreign aid. 

Foreign aid, instrument of American foreign policy: It is not our 
purpose today to speak with you about the detailed figures and me- 
chanics of the mutual security program. Members of this committee 
and officials intimately concerned with the implementation of the 
program are in a position to obtain and analyze that information 
more effectively. We should rather express to you our belief and 
understanding of the foreign aid program as an important instru- 
ment of American foreign policy. 

With the growth of the United States to a position of dominating 
economic, political, and military power, events have thrust upon us 
the leadership of the free world. We cannot falter in our responsi- 
bilities to the members of the free world, or indeed, to ourselves as 
we assume this simultaneous privilege and burden. 


ECONOMIC AND SOCIAL FACTORS IN THE WORLD 


Economic and social factors underlie stabilized world: In today’s 
world where two-thirds of the population regularly go to sleep hun- 
gry and where one one-half of the people are literate, progress in the 
economic and social fields is critical. Too often history has shown 
that the underlying causes of political instability and even war stem 
from impoverished health, welfare, and economic conditions. We 
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need not point out to you that the Communists have frequently taken 
advantage of such situations in Europe, the Middle East, and Asia to 
foster their own purposes. The United States recognized such fac- 
tors when we launched in 1947 the economic aid program in Greece 
and Turkey and the Marshall plan in Europe. ) 

Further, it is clear that the United States economy which demands 
markets for its agricultural and industrial production finds better 
outlets in countries of economic growth and political stability. The 
standard of living of our own citizens as well as those in countries 
abroad is better maintained and improved when trade flows and social 
and economic conditions flourish. 


TECHNICAL ASSISTANCE 


Technical assistance—an American concept: Technical assistance 
and economic development are peculiarly American concepts ingrained 
in our tradition through their application in pushing back our own 
frontier and exploiting our resources. We believe in the fundamental 
rightness and in the effectiveness of such concepts. 

Since World War II we have extended this process to the field of 
foreign affairs with successful results in assisting the reconstruction 
of Europe and the improvement of economic and social conditions 
in other parts of the world where the point 4 and the mutual security 
program functioned. We must not now, for reasons of misinforma- 
tion or temporary domestic recession, relinquish leadership in this 
constructive approach to foreign relations. 

The records show that the Soviet bloc has realized our success in 
this program and the power of economic aid. They are now success- 
fully launching this type of offensive to woo the less developed areas 
of the world. We do ourselves and the world a disservice if we for- 
feit to the Communists for reasons of false economy or lack of under- 
standing of the strength of our own fundamental American ideas of 
progress the leadership and influence in economic development of the 
new nations around the globe. 

Correspondence to headquarters from AAUW branches in many 
parts of the country and reports on speeches to these many, scattered 
groups by officers and staff show that the membership of this group 
of a ba ol women are aware of the harm such a forfeiture would 
‘ause themselves and their children. 


STRESSING ECONOMIC AID 


Stress on economic program: Because we believe so strongly in the 
ralue and importance of economic development and the results such 
action achieves, we wish to stress support for the continuity and 
growth of the economic aspects of the mutual security program in 
comparison with the military which now receives almost two-thirds 
of the total funds appropriated. For this reason also we support the 
principle of the Development Loan Fund. We believe, however, that 
to do an effective job the Fund must be adequately financed and set 
up to permit long-range planning and operation. 
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REASONS FOR AAUW’S SUPPORT OF MUTUAL SECURITY PROGRAM ( 


Summation: The American Association of University Women sup- 
ports the mutual security program and urges this committee to recom- 
mend to the Senate that it authorize, then appropriate the total 
budget for mutual security requested by the administration for these 
reasons : 

1. Mutual security serves as a constructive instrument of American 
foreign policy. It acts not merely to combat communism, but to 
create a world situation in which ideals of freedom and democracy can 
exist. 

2. It serves to promote the economic growth of the newly develop- 
ing countries of the free world—and we wish them to remain a part 
of the free world—which condition in the long run will serve to pre- 
serve our own basic economy through stabilization of markets for 
our own production and secure to us needed sources of raw materials. 

3. It serves as an integral part of our present concept of creative 
international relations, well diuatrated by our role in bringing into 
being the new International Atomic Energy Agency, devoted to the 
a uses of atomic energy, a concept forcefully acknowledged 

y the President in his second inaugural speech when he said, “We 
recognize and accept our own deep involvement in the destiny of men 
everywhere.” 

In summation we should like to point out to this committee which 
has responsibilities for furthering foreign policy in peace, as in war, 
that the present political situation in the world dictates that we must 
have a forceful and ever developing program of foreign aid with ade- 
quate funds to implement that program to promote peace and to ad- 
vance the interests of these United States at home as well as abroad. 

And may I add a personal note as an educator. To our youth we 
would restore hope and confidence in our foreign policy by demon- 
strating our particular concern for the development of other coun- 
tries in terms of their own needs by increasing our economic aid. This 
program will capture their imagination and their willingness to serve 
and to sacrifice for it. 

Senator Humpnrey. I think your summation, Doctor, is one of 
the best I have ever heard of the purposes of the mutual security pro- 
gram, and I am going to take the liberty, in my news letter that I ; 
send out to my constituents, of putting in those three points you enu- 
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merated. They hit the problem right on the head and put the reasons ” 
for the program in a practical, understandable manner. I think : 
the emphasis that you have underscored and the reasons why you rec- i 
ommend the continuation of this program are going to help a great o 
deal. A 
Mrs. Hotsorn. Thank you very much. " 
ol 

EXCHANGE OF STUDENTS - 

Senator Smirn. Mr. Chairman, I would just like to add a word. I ” 
endorse what the Chairman has just said on the summary, but I want ra 


to add also that I am particularly interested in your reference to the 
exchange of students from abroad here and from here abroad. f 

I have been interested in this for a great many years, long before the r 
last two wars began. Since the last war I became one of the authors 
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of the Smith-Mundt Act which provides for bringing others here and 
for our sending our people abroad. Mr. F ulbright's act, of course, 
works with it. 

I really think that bringing young people from other countries 
here and sending our young people abroad does more for human under- 
standing and building relationships from the youth up than any other 
single thing that we are doing, and you are so right in emphasizing 
that phase of it in this report of yours 

Mrs. Horgsorn. Thank you very much. 

Senator Humpurey. We are going to continue on with the testimony 
for a little while and hear the next three witnesses. We will go down 
through Mr. George J. Burger of the National Federation of Inde- 
pendent Businesses, 

The next witness, in place of Mrs. Annalee Stewart, will be Mrs. 
Dorothy Medders Robinson from the Women’s International League 
for Peace and F reedom. [ may have to leave during this testimony, 
and I hope you won’t think it is because of any lack of interest. 


STATEMENT OF MRS. DOROTHY MEDDERS ROBINSON, WOMEN’S 
INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM, UNITED 
STATES SECTION 


Mrs. Ropsrnson. That is quite all right. 

Mr. Chairman and Senator Smith, my name is Dorothy Medders 
Robinson, 1335 Holly Street NW., Washington, D.C. Iam here today 
as chairman of the legislative committee in behalf of the United 
States section of the W omen’s International League for Peace and 
Freedom. Our legislative office is at 214 Second Street NE. This 
organization was founded 43 years ago this month during the First 
World War to draw together women of all nations, races, “and philo- 
sophical backgrounds to study, make known, and eradicate by peace- 
ful means the root causes of war. I appreciate the opportunity of 
appearing before you to express the views of our organization. 


IMPORTANCE OF ECONOMIC AID AND TECHNICAL ASSISTANCE 


We are in hearty accord with an authorization to extend economic 
aid and technical assistance activities as suggested in the program of 
mutual security and have testified in support of this particular pro- 
gram before because we sincerely believe that economic aid and tech- 
nical assistance to developing areas is one of the major tools available 
in a search for security. Reports which come to us from our observer 
at the United Nations, from our national sections in Europe, Asia, and 
Africa, as well as from accounts of m: iny of our responsible members 
who have seen economic aid and technical assistance at work make 
our organization fully conscious of its value. It not only betters the 
situation in the world as a whole, but it benefits our own country in 
many specific ways. 

(1) It establishes good relations with nations from whom we obtain 
eo, raw materials and other goods. 

(2) It establishes these nations as the greatest potential market 
for future trade relations. 
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(3) It provides employment directly for many thousands of 
Americans, and indirectly, through trade, for many millions of 
Americans. 

(4) It affords the United States, which holds 40 percent of the 
world’s income while two-thirds of mankind go hungry, ill-housed 
and ill-clad, an opportunity to fulfill its moral obligation of “doing 
unto others as you would have them do unto you.” 

(5) It recognizes that on our shrinking planet no nation “is an 
island unto itself,” the health of each affects the well-being of all. 

(6) It helps to eliminate trouble spots of dissatisfaction, and world 
tension is thereby greatly reduced. 

It is for such reasons as these that our organization believes not only 
in this program of aid and technical assistance as proposed in the 
amended mutual security legislation but also in a greater and more 
far-reaching program than has yet been prepared for enactment. We 
urge that such an expanded program be prepared, for in this pattern 
lies true security and a peaceful world. 


SEPARATING MILITARY AND ECONOMIC AID 


The total asked for in this present mutual security request is 
$3,942,100,000, and according to the breakdown of this amount, jess 
than one-quarter of it will be used directly for economic aid and 
technical assistance either by the United States or through the special- 
ized agencies of the United Nations. More than three-quarters of the 
proposed amount will go to military assistance for other nations, the 
maintenance of overseas bases, and for use in the continued waging of 
the cold war. President Eisenhower stated in his speech on February 
25, 1958: 

* * * these sums, great as they are, cannot produce a single constructive, 

useful thing for human beings. 
The Women’s International League for Peace and Freedom agrees 
with this statement. We are a part of a growing minority which sees 
only destruction in the continuance and extension of this military 
pattern. Our organization has consistently believed that such a 
pattern leads only to war and has frequently so testified. 

The more than three-quarters of the appropriation to be applied 
to military expenditures takes us in one direction; the less than one- 
quarter to be applied to economic aid and technical assistance takes us 
in quite another. Is it not possible to separate this legislation? We 
understand that many letters requesting such a division have been 
sent the executive branch of the Government and Congress. These 


letters have urged that this bill be withdrawn and the appropriation : 
request be divided into two separate bills, one for the military and 
one for the economic aid and technical assistance. The Women’s 
International League for Peace and Freedom finds itself in a serious . 
dilemma. As I have already stated, there is nothing we believe in as 

being more useful for the creation of a peaceful world than economic 
aid and technical assistance. On the other hand, there is nothing we I 
believe in as being less helpful for that end than supplying other na- I 
tions with arms, maintaining overseas bases, and carrying on the cold 

war. It is impossible to support the small part of the appropriation f 


we believe in without at the same time lending our support to the 
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passage of the bill as a whole. This we cannot do. We are forced 
therefore to oppose the passage of this amendment to the Mutual 
Security Act of 1954. We urge your earnest consideration of a sep- 
aration of the military from the nonmilitary programs. 

Senator Smirxu. Thank you very much. I might comment that the 
subject that you presented here of separation of military and economic 
aid has been before the committee for 2 or 3 years now, and most of 
those making studies for our Special Committee To Study the Foreign 
Aid Program recommended it. 

There are some technical reasons why it is difficult to separate the 
two things this years. I agree with you that the military side should 
be added to the whole defense picture and be part of that budget and 

art of that presentation, because it is part of our security in the 

Jnited States, but it has been necessary, in order to get agreement on 
the bill, to have the two combined. I regret your organization can’t 
support the bill because I think it is most important. 

Mrs. Ropstnson. We feel that way, too, and we are deeply regretful. 

Senator Smiru. Thank you very much. 

We will hear two more witnesses and then after that we will ad- 
journ and reconvene at 2 p. m. and try and finish our program. 

The next witness is Mr. Wallace J. Campbell of the Cooperative 
League of the U.S. A. Mr. Campbell, we will be glad to hear from 
you, sir. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE U. S. A. 


Mr. CampsetL. Thank you very much, Mr. Chairman. I would 
like to file my statement in full, but I would like to read a section of 
it which is our basic statement of policy, and summarize the major 
points involved. Before I do that, however, I feel compelled to make 
a suggestion that I do not wish to have interpreted as a criticism. It 
is not meant as a criticism. 

Senator Smiru. We don’t mind criticism. 

Mr. Camrppe.i. We are happy you don’t mind criticism. But this is 
not intended as such. 

Senator Smiru. We try to hear all we can because we are trying 
to write a bill. 


INADEQUACY OF TIME ALLOTTED PUBLIC WITNESSES 


Mr. Camppe.i. I would like to say this. We have been hearing 
complaints from Members of the Senate and House that they are not 
hearing from the people of the United States about the mutual security 
bill, and yet when the subject comes up for hearing before the respon- 
sible Senate committee, 35 witnesses are crowded into 1 day. 

We realize that the Senate is very busy. We realize it is almost 
Easter. We know the staff is overworked, and yet on items of much 
less significance than this issue, a great deal more time is devoted to 
hearing public witnesses. 

Today. we have had witnesses from organized labor, the AFL-CIO 
we have had them from the major church bodies, from agriculture, 
from education, from business, from our cooperatives, and yet we try 
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to compress all of these into 1 day’s time. There hasn’t been adequate 
time to ask questions on the part of the members of the committee 
itself. 

Often there are new ideas which come out of the suggestions of the 
public witnesses, witness Public Law 480 which came as a confluence 
of opinion with the American Farm Bureau Federation and other 
farm organizations working on one side, American voluntary organi- 
zations and CARE working at the same time from another direction. 
Out of the public witnesses and the work of these organizations came 
Public Law 480. It didn’t come from a Senator, it didn’t come from 
staff. It came from the public organizations themselves. 

There have been 1 or 2 very wonderful ideas developed here this 
morning, but people have to put those ideas into just 10 minutes of 
time or less than that, and that is inadequate. And so I would just 
appeal, Mr. Chairman, the next time we go through this that there 
be adequate time for the public witnesses. 

After all, these are organizations of taxpayers. The majority of 
the taxpayers of America were represented here this morning, and 
there just hasn’t been adequate time. I know it is hard on the staff, 
it is hard on the Senators, but I think in the interest of public in- 
formation on poe the most important single issue before the Sen- 
ate, that they be given more adequate time. 

Senator Smiru. Might I just comment that every one of the groups 
you are referring to has access to its own Congressmen and to its 
own Senators, and as a Senator I know every one of them has been 
after me, and I get their views in my own State and every other Con- 
gressman has the same experience, so the mass public opinion that 
runs into this thing is what we had last year. 

We got the greatest array of public suggestions, and I think we 
took care of a great many of them in our revised approach. 

Mr. Camrseiu. Other committees give public witnesses more time. 
I am not appealing just for myself. I am happy to do it in 10 
minutes, but we couldn’t bring the president of our organization 
from Columbus, our executive director from Chicago, people who 
ought to appear before this committee, if they are going to be on for 
10 minutes at a time when there is just one member of the committee 
present, even if he is the most important member of the committee. 
And so I just appeal on the public interest that this be done. 


SUPPORT FOR MUTUAL SECURITY PROGRAM 


The Cooperative League of the U. S. A., serving membership 
of 13 million family members, is very happy to appear today in be- 
half of the proposed Mutual Security Act of 1958. For the last 
decade congresses of the cooperative league have spoken out forth- 
rightly in support of economic aid as a major factor in foreign pol- 
icy. Resolutions, not only by the league congresses, but by annual 
meetings of our regional and national organizations, have supported 
the point 4, technical assistance and economic development programs 
as they have been presented to the Congress. We feel wholeheart- 
edly that national security in its best sense can be achieved not solely 
through weapons of destruction, which are at best a defense tactic, but 
through economic cooperation with the other nations of the world 
as a basis for long-range world peace. 





MUTUAL SECURITY ACT OF 1958 699 


POCKETBOOK APPEAL OF MUTUAL SECURITY LEGISLATION 


There are two basic approaches to the mutual security legislation 
which is now before you. 

The first is the pocketbook appeal. This means jobs for Ameri- 
can workers and trade for American business enterprise here and 
overseas. Expert testimony on the effect of the mutual security funds 
and their expenditures has indicated that as a minimum 600,000 jobs 
are created for American workers, and that this figure may be sub- 
stantially higher. The AFL-CIO testifying this morning said 
that 80 percent of the funds are expended in the United States. Con- 
servative estimates on the use of mutual security funds range from 
60 cents out of every dollar spent for goods and services in the United 
States all the way up to 100 percent. Congressman Carnahan, of Mis- 
souri, told the House Foreign Affairs Committee, March 14, that 100 
percent of our dollar expenditures comes back to the United States, 
creating more jobs and more business in our own economy. 

In addition to creating jobs and business here at home, the mutual 
security expenditures in the newly developing countries around the 
world are creating markets which in the long range will be of ines- 
timable value to the American economy. 

Faced as we are with a recession at home and a loss of leadership in 
the world at large, it is doubly important that we maintain an ade- 
quate program of international economic cooperation through the 
mutual security program and other parts of our economic foreign 
policy. 

REASSESSING AMERICA’S ROLE IN THE WORLD 


Let me turn now to the second basic reason for support for the 
mutual security program: The need for continuing world leadership. 

We must reassess America’s role in the world. While we are still 
the world’s outstanding Nation in economic strength, productivity 
and scientific skill, the Soviet challenge has made us do an “agonizing 
reappraisal” of our situation. We are faced with the danger of losing 
the leadership of the democratic forces of the world unless we assume 
a role of voluntary humility. This is not acquiescence. This is not 
retreat. This is the kind of humility which has marked the great- 
ness of Americans and America from the days of Benjamin Franklin, 
Thomas Jefferson, Abraham Lincoln, and Thoreau. Much of our 
scientific leadership in the nuclear age we have borrowed from the 
other free nations of the world—Denmark, Italy, Germany, Great 
Britain, and other countries. This does not underestimate our own 
leadership. It actually reinforces it, as it shows the appeal that 
America hes for the scientific and moral leadership of the world. 

We should assume this role of leadership—not because of the shock 
of the sputnik, nor the terror of the ICBM. We should maintain a 
role of moral leadership because it is more effective than military 
leadership in meeting the challenge of the current world situation. 

We must spend adequately for peace—as much, if necessary, as we 
are willing to pay for war. No one in responsible leadership has 
ever presented a peace budget that large; but we should be willing 
to give it consideration if it were presented to us. 

oday the great challenge to us is only partly the sputnik and the 
ICBM. The great challenge is the danger from Soviet economic 
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penetration. Such economic warfare can go over and around and 
through our Maginot lines, the Baghdad pact, SEATO and NATO 
treaties, and other military security devices, as important as they are. 

Our great opportunities for world leadership lie not in military 
prowess, as important as it is, but in the fields of science as it applies 
to industry an} productivity; health and sanitation; improved agri- 
cultural techniques to meet the problems of world hunger; better 
civic administration; competent management; and the creation of 
democratic institutions such as cooperatives, farm organizations, and 
free voluntary labor organizations, which, along with a free economy, 
are the great strength of America. 

It is a cliché to say that we must “help people to help themselves.” 
The question we face in the legislation before us is how do we help 
them and how can we work most effectively to achieve those ends. 


STEPPED UP ECONOMIC COOPERATION PROGRAM 


On behalf of the Cooperative League we wish to make the follow- 
ing recommendations: 

. That the Congress authorize the full $3.9 billion requested by the 
President for use in the mutual security program in 1959. We feel 
that the current program is essential to our national interest and 
that the Nation can readily afford a program of this magnitude. As 
a matter of fact, we would prefer to see a stepped up economic co- 
operation program in the face of the challenge of Soviet economic 
penetration. 


SEPARATION OF MILITARY AND ECONOMIC AID 


II. That the Congress ask the administration to separate the mili- 
tary assistance program from the economic cooperation program in 
future legislative requests. It may be too late to do that this year, but 
we feel that there should be a separation of those into two packages. 
We feel that military assistance and defense support should be ad- 
ministered in the Defense Department, leaving the balance of the 
progrem for the International Cooperation Administration and the 
multilateral programs under its general administration. 

There is a great deal of confusion about the size of the pro- 
gram. The request this year for $3.9 billion is actually two-thirds 
military assistance and defense support and one-third economic devel- 
opment and technical assistance. The economic programs have been 
so beneficial and so effective that we feel they can stand on their own 
feet and would actually merit even greater support than they receive 
at the present if they could be considered on their own. It may be 
too late to handle the legislation in two packages this year. Other- 
wise, we would suggest an immediate separation of the programs. The 
requested figure of $1.3 billion for the economic part of the program 
is less than one-thirtieth of the $42 billion defense budget. 


DEVELOPMENT LOAN FUND 


III. The Development Loan Fund, which was authorized by the 
Congress last year, is one of the most encouraging new programs in the 
foreign field. We believe that, as the years go by, a greater amount of 
our international cooperation should be in the realm of loans for eco- 
nomic development rather than outrights grants. This transition will 
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take some time, but we cannot make the transition effectively unless 
there are adequate funds for development loans. 

The administration requested an initial authorization of $500 million 
last year and $750 million each year for the next 2 years. This was 
cut back, as you know, to $300 million as an initial fund, with authori- 
zation for $650 million more. 

We supported the Development Loan Fund when it was presented to 
the Congress. We believed at the time that there was a basic need for 
the total $2 billion requested. We are disappointed that the admin- 
istration has failed to bring this request forward in full again. Weare 
pleased to see Mr. Dillon’s testimony that the State Department still 
supports this original request. We feel that we could and should sup- 

rt the authorization and appropriation for the full $2 billion as 
requested by the President last year. 


FEASIBILITY OF ESTABLISHING AN INTERNATIONAL RURAL ELECTRIC 
COOPERATIVE PROGRAM 


In connection with the Development Loan Fund, we express our 
pleasure that the ICA and now the DLF have expressed a desire to 
encourage private enterprise as well as supporting the Government 

rograms of economic Aaveléiaains We feel this is a realistic and 
important program. We would like it to be understood in this con- 
nection that cooperatives are private enterprise and feel that the policy 
of ICA and DLF should consistently support cooperative develop- 
ments in the newly developing countries. The work of the Farm Credit 
Administration, the banks for cooperatives, and Rural Electrification 
Administration here in this country in making development loans 
available to farm cooperatives has been an important factor in devel- 
— of America’s system of agriculture of which we are extremely 

roud. 
f We suggest to this committee that it ask for a study by the ICA or 
some other appropriate body of the feasibility of establishing an in- 
ternational rural electric cooperative program as part of the De- 
velopment Loan Fund. The REA program in the United States has 
brought electric light and power to nearly 4 million American farm 
homes, 314 million of them through our cooperative associations. 
This has not only increased livability on the farm, but it also has 
stepped up production substantially and was a major factor in de- 
fense during World War II meeting the greatly increased need for 
foodstuffs. The rural electric cooperative program is one of the most 
opular ever developed in America. It provides the farmer with 
ow-cost electric power supplementing horsepower, gasoline engines 
or raw manpower which would otherwise be a primary source of 
energy for production. There are many places in the world, particu- 
larly in the less developed countries, which would be aided tremen- 
dously by such an international rural electric cooperative program. 
We heartily commend it to this committee for study. 


SUPPORT FOR TECHNICAL ASSISTANCE PROGRAM 


IV. The technical assistance program has been a fundamental and 
very constructive part of foreign policy. The Cooperative League 
has supported this program constantly since its initiation. We feel 
that the request of the administration is modest, indeed. There is 
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adequate reason for well over the $142 million request for United 
States technical assistance through the International Cooperation Ad- 
ministration. We are sorry that they are not moving ahead faster on 
this front. The technical assistance program is a genuine <n 
program and the training of experts takes substantial lead time. The 
effectiveness of our technical assistance program could be supported 
with books of evidence of accomplishments overseas where we have 
helped to develop agriculture, medical and public health methods, new 
techniques in production, and assistance to public administration 
which have been worth many times the small investment we have 
made in this field. 

We are particularly proud of the work which has been done under 
this program through the American land-grant colleges and univer- 
sities. ‘The colleges have taken responsibility for the selection of ex- 
perts and for planning and developing programs country by country 
which have the constant backstopping of a college or university here, 
whose research and other resources could be applied to the solution 
of a problem presented to it by one of its men in the field overseas. 


EXTENDING AID THROUGH THE UNITED NATIONS 


V. In the light of United States policy to make a maximum use of 
the facilities of the United Nations, we are pleased to support the 
administration’s request for $20 million for use through the United 
Nations. The request this year would be for roughly $15.5 million 
for the United Nations program of expanded technical assistance. 
Four and one-half million dollars would be available for the special 
oe program approved in the recent session of the United Nations 

neral Assembly. 

It is our considered opinion that even more should be done through 
the United Nations than the administration has requested. You will 
recall that Congressman Walter Judd proposed at the last session of 
the General Assembly that the United States would be pleased to 
participate in a program which would devote up to $100 million for 
technical assistance and special projects. This would be an impor- 
tant step in the right direction. 

The special projects fund would supplement the technical assistance 
program. It would concentrate on a limited number of major proj- 
ects over a longer period of time. It would include area or regional 
economic development where more than one country is involved in a 
development program. There are many places in the world—the 
Middle East, the India-Pakistan area, and others, where great river 
basins cross political frontiers. Area development through the 
United Nations would release political tensions as well as increase 
overall economic productivity. 

To make these objectives attainable, however, we need to eliminate 
the artificial ceiling which was put on the United States contribution 
last year. We sincerely request this committee to eliminate the re- 
quirement that the United States share should be forced down to 38 

reent this coming year and 33 percent the year following. As you 

now, this United Nations expanded program is one of voluntary 
contribution and does not need to follow the same pattern as we do 
in our regular contributions to the administration of the United 
States. It would be much more fitting and much more effective if 
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the United States would offer to match dollar for dollar the contri- 
butions of the rest of the world to this program. 

Even if we were to measure our contribution on ability to pay, 
our national contribution would be somewhere between 42 and 43 
percent of the program instead of the 38-percent ceiling which was 
written into the legislation last year. 

Working through the United Nations on this rather small program, 
we are getting twice as much done as we can achieve through our 
bilateral program, as important as our bilateral program is. This 
is possible because the other nations are contributing more than 50 per- 
cent to the cost of the program in terms of dollar needs. ‘The recipi- 
ent countries are putting in local materials and manpower, which 
make their contribution very much greater than our own. It is ex- 
tremely heartening that the contribution of the other countries has 
grown year by year as the United Nations technical assistance pro- 
gram has demonstrated its effectiveness. We expect those addi- 
tional contributions to continue and increase. We should make it a 
policy to match all these additional contributions. 

Since the United Nations program of technical assistance was estab- 
lished in 1950, a total of 84 governments have contributed a total of 
$200 million. During the course of 1958 alone over $30 million is 
being spent to undertake the development of projects which govern- 
ments all over the world have requested. 

Measured in terms of per capita contributions by the respective 
countries, several of the countries involved are contributing more per 
capita than we are in the United States. That is true of Denmark, 
Sweden, Canada, and 1 or 2 others. 

The special projects program authorized at the last session of the 
United Nations, with United States support, should eventually achieve 
a $100 million objective. We feel that the $414 million requested by 
the administration at this time is a very small step in the right direc- 
tion and will be happy to see this increased as rapidly as the funds 
can be used on a proper matching basis. 

One aspect of the United Nations program which is very impor- 
tant is the technical assistance which is being given directly by the 
United Nations to the 20 newly born democracies which have come 
into being since World War Ii. Most of these new countries need 
technical assistance in public administration and operation of the 
mechanics of government which can be provided best by experts from 
the United Nations. his can take adv: antage of the experience of all 
of the countries involved. 

The multilateral basis of this program is one of its greatest 
strengths. Most of the countries which receive aid also contribute 
to helping others by placing the traditional skills of their people at 
the disposal of neighboring or far off lands. Experts have been re- 
cruited from 80 different countries and have served in more than 135 
countries. Currently the program has some 2,400 experts in the 
field bringing to over 6,200 the total number of experts provided since 
the U. N. program started 7 years ago. 


SUNFED 


VI. A point at which there has been great confusion, misunder- 
standing, and misdirection has been on the subject of the proposed 
Special United Nations Fund for Economic Development, Perhaps 
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the nickname of that fund has been its greatest albatross. For some 
reason or other, SUNFED has been picked upon for treatment with 
scorn. Actually the special United Nations fund is parallel in every 
respect with the United Nations program of technical assistance. 
It would apply the same formulas of voluntary contribution and sup- 
port which are used in the technical assistance field, applying them 
to development overseas. A United States contribution of something 
less than 50 percent of SUNFED would bring us double the results, 
dollar for dollar, that we would get from the same amount of invest- 
ment in development funds used bilaterally because other participat- 
ing countries would more than match our contribution. 

The starting funds for SUNFED, as most recently described at 
the United Nations, would call for a United States contribution of 
about $80 million, which, as we say, is only a small fraction of the 
amount requested by the administration for development funds in 
our own bilateral program. The SUNFED proposal has the en- 
thusiastic support of the majority of nations in the United Nations. 
For reasons which are obvious to you, the Soviet Union is not eager 
to have development programs carried forward by the United Na- 
tions. The U. 8. S. R. puts a prominent price tag on everything it 
does. It wants to get full credit for all the economic development 
funds it spends in the “cold” or “lukewarm” war. In sharp contrast, 
the United States has every reason to, move forward in taking the 
leadership in a United Nations development program. Nothing 
would give greater evidence of our own intense belief in the prin- 
ciples back of the United Nations than to use a small part of our 
resources for development through this United Nations channel. For 
those who are concerned about possible control by the borrowers, we 
might consider using the same administrative sihhiee’y in SUNFED 
that we use in the World Bank. 


OTHER PROGRAMS SUPPORTED 


In addition to these suggestions, there are a few miscellaneous 
items which are important. 

VII. The Cooperative League is happy to support the administra- 
tion’s request for $11 million for the United Nations Children’s Fund. 
UNICEF has consistently performed humanitarian services of great 


value. 

VIII. We believe that the expansion of the Public Law 480 funds 
is in our national best interest. A most constructive addition could 
be made to that program by authorizing the use of local currencies 
built up from the sales of United States agricultural surpluses over- 
seas for both technical assistance and development programs. We 
would particularly like to see the Congress authorize the use of some 
of these funds through the voluntary agencies such as CARE which 
have overseas staff and ongoing overseas programs and could expand 
their services in the field of technical assistance, self-help materials, 
and economic development. 

IX. We are very much intrigued by the new proposal presented by 
Senator Mike Monroney to supplement the work of the World Bank. 
We hope that hearings will be held on this very soon, and that we 
will have an opportunity to testify. The Monroney proposal, however, 5 
should not be used as a device to kill or replace the well proved and 
effective programs carried on under the Mutual Security Act. 
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(Mr. Campbell’s complete, prepared statement is as follows :) 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON OFFICE, 
COOPERATIVE LEAGUE OF THE UNITED STATES OF AMERICA 


The Cooperative League of the United States of America, serving a member- 
ship of 13 million family members, is very happy to appear today in behalf of 
the proposed Mutual Security Act of 1958. For the last decade congresses of 
the cooperative league have spoken out forthrightly in support of economic aid 
as a major factor in foreign policy. Resolutions, not only by the league con- 
gresses, but by annual meetings of our regional and national organizations, have 
supported the point 4, technical assistance and economic development programs as 
they have been presented to the Congress. We feel wholeheartedly that national 
security in its best sense can be achieved not solely through weapons of destruc- 
tion, which are at best a defense tactic, but through economic cooperation with 
the other nations of the world as a basis for long range world peace. 

There are two basic approaches to the mutual security legislation which is 
now before you. 

The first is the “pocketbook” appeal. This means jobs for American workers 
and trade for American business enterprise here and overseas. Expert testimony 
on the effect of the mutual security funds and their expenditure has indicated 
that as a minimum 600,000 jobs are created for American workers, and that 
this figure may be substantially higher. Conservative estimates on the use of 
mutual security funds range from 60 cents out of every dollar spent for goods 
and services in the United States all the way up to 100 percent. Congressman 
Carnahan of Missouri told the House Foreign Affairs Committee March 14 that 
100 percent of our dollar expenditures comes back to the United States creating 
more jobs and more business in our own economy. 

In addition to creating jobs and business here at home, the mutual security 
expenditures in the newly developing countries around the world are creating 
markets which in the long range will be of inestimable value to the American 
economy. 

Faced as we are with a recession at home and a loss of leadership in the 
world at large, it is doubly important that we maintain an adequate program 
of international economic cooperation through the mutual security program and 
other parts of our economic foreign policy. 

Let me turn now to the second basic reason for support for the mutual se- 
curity program : The need for continuing world leadership. 

We must reassess America’s role in the world. While we are still the world’s 
outstanding nation in economic strength, productivity and scientific skill, the 
Soviet challenge has made us do an agonizing reappraisal of our situation. We 
are faced with the danger of losing the leadership of the democratic forces of 
the world unless we assume a role of voluntary humility. This is not acqui- 
escence. This is not retreat. This is the kind of humility which has marked 
the greatness of Americans and America from the days of Benjamin Franklin, 
Thomas Jefferson, Abraham Lincoln, and Thoreau. Much of our scientific 
leadership in the nuclear age we have borrowed from the other free nations of 
the world—Denmark, Italy, Germany, Great Britain and other countries. This 
does not underestimate our own leadership. It actually reenforces it, as it 
shows the appeal that America has for the scientific and moral leadership of 
the world. 

We should assume this role of leadership—not because of the shock of the 
sputnik, nor the terror of the ICBM. We should maintain a role of moral leader- 
ship because it is more effective than military leadership in meeting the chal- 
lenge of the current world situation. 

We must spend adequately for peace—as much, if necessary, as we are willing 
to pay for war. No one in responsible leadership has ever presented a peace 
budget that large; but we should be willing to give it consideration if it were 
presented to us. 

Today the great challenge to us is only partly the sputnik and the ICBM. 
The great challenge is the danger from Soviet economic penetration. Such 
economic warfare can go over and around and through our Maginot lines, the 
Baghdad Pact, SEATO and NATO treaties, and other military security devices, 
as important as they are. 

Our great opportunities for world leadership lies in the fields of science as 
it applies to industry and productivity; health and sanitation; improved agri- 
cultural techniques to meet the problems of world hunger; better civic adminis- 
tration; competent management; and the creation of democratic institutions 
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such as cooperatives, farm organizations, and voluntary labor organizations, i 
which, along with a free economy, are the great strength of America. f 

It is a cliché to say that we must “help people to help themselves.” The 
question we face in the legislation before us is how do we help them and how 
can we work most effectively to achieve those ends. 

On behalf of the Cooperative League we wish to make the following recom- 
mendations : 

I. That the Congress authorize the full $3.9 billion requested by the President 
for use in the mutual security program in 1959. We feel that the current pro- 
gram is essential to our national interest and that the Nation can readily afford 
a program of this magnitude. As a matter of fact, we would prefer to see a 
stepped up economic cooperation program in the face of the challenge of Soviet 
economic penetration. 

Il. That the Congress ask the administration to separate the military assist- 
ance program from the economic cooperation program in future legislative re- 
quests. We feel that military assistance and defense support should be 
administered in the Defense Department, leaving the balance of the program 
for the International Cooperation Administration and the multilateral programs 
under its general administration. 

There is a great deal of confusion about the size of the program. ‘The request 
this year for $3.9 billion is actually two-thirds military assistance and defense 
support and one-third economic development and technical assistance. The 
economic programs have been so beneficial and so effective that we feel they can 
stand on their own feet and would actually merit even greater support than they 
receive at the present if they could be considered on their own. It may be too 
late to handle the legislation in two packages this year. Otherwise, we would 
suggest an immediate separation of the programs. The requested figure of 
$1.3 billion for the economic part of the program is less than one-thirtieth of the 
$42 billion defense budget. 

III. The Development Loan Fund, which was authorized by the Congress last 
year, is one of the most encouraging new programs in the foreign field. We be- 
lieve that, as the years go by, a greater amount of our international cooperation 
should be in the realm of loans for economic development rather than outright 
grants. This transition will take some time, but we cannot make the transition 
effectively unless there are adequate funds for development loans. 

The administration requested an initial authorization of $500 million last year 
and $750 million each year for the next 2.years. This was cut back, as you 
know, to $300 million as an initial fund, with authorization for $650 million more. 

We supported the Development Loan Fund when it was presented to the Con- 
gress. We believed at the time that there was a basic need for the total $2 billion 
requested. We are disappointed that the administration has failed to bring this 
request forward again. We are pleased to see from Mr. Dillon’s testimony that 
the State Department still supports this original request. We feel that we could 
and should support the authorization and appropriation for the full $2 billion 
as requested by the President last year. 

In connection with the Development Loan Fund, we express our pleasure that 
the ICA and now the DLF have expressed a desire to encourage private enterprise 
as well as supporting the Government programs of economic development. We F 
feel this is a realistic and important program. We would like it to be understood { 
in this connection that cooperatives are private enterprise and feel that the policy 
of ICA and DLF should consistently support cooperative developments in the 
newly developing countries. The work of the Farm Credit Administration, the 
banks for cooperatives, and Rural Electrification Administration here in this 
country in making development loans available to farm cooperatives has been an 
important factor in development of America’s system of agriculture of which we 
are extremely proud. 

We suggest to this committee that it ask for a study by the ICA or some other 
appropriate body of the feasibility of establishing an international rural electric 
cooperative program as part of the Development Loan Fund. The REA program 
in the United States has brought electric light and power to nearly 4 million 
American farm homes. This has not only increased livability on the farm, but 
it also has stepped up production substantially and was a major factor in 
defense during World War II meeting the greatly increased need for foodstuffs, 
The rural electric cooperative program is one of the most popular ever developed 
in America. It provides the farmer with low-cost electric power supplementing 
horsepower, gasoline engines, or raw manpower which would otherwise be a 
primary source of energy for production. There are many places in the world, 
particularly in the less developed countries, which would be aided tremendously 


ree 


h 
5. 
s 
: 
' 
' 
: 
t 





were 


arerege ts 


aN RE EM mB Rar 


MUTUAL SECURITY ACT OF 1958 707 


by such an international rural electric cooperative program. We heartily com- 
mend it to this committee for study. 

IV. The technical assistance program has been a fundamental and very con- 
structive part of foreign policy. The Cooperative League has supported this 
program constantly since its initiation. We feel that the request of the admin- 
istration is modest, indeed. There is adequate reason for well over the $142 
million request for United States technical assistance through the International 
Cooperation Administration. Weare sorry that they are not moving ahead faster 
on this front. The technical assistance program is a genuine long-range program 
and the training of experts takes substantial lead time. The effectiveness of our 
technical assistance program could be supported with books of evidence of accom- 
plishments overseas where we have helped to develop agriculture, medical and 
public health methods, new techniques in production, and assistance to public 
administration which have been worth many times the small investment we 
heave made in this field. 

We are particularly proud of the work which has been done under this pro- 
gram through the American land-grant colleges and universities. The colleges 
have taken responsibility for the selection of experts and for planning and 
developing programs country by country which have the constant backstopping 
of a college or university here, whose research and other resources could be 
applied to the solution of a problem presented to it by one of its men in the field 
overseas. 

V. In the light of United States policy to make a maximum use of the facilities 
of the United Nations, we are pleased to support the administration’s request 
for $20 million for use through the United Nations. The request this year would 
be for roughly $15.5 million for the United Nations program of expanded tech- 
nical assistance. Four and one-half million dollars would be available for the 
special projects program approved in the recent session of the United Nations 
yeneral Assembly. 

It is our considered opinion that even more should be done through the United 
Nations than the administration has requested. You will recall that Congress- 
man Walter Judd proposed at the last session of the General Assembly that the 
United States would be pleased to participate in a program which would devote 
up to $100 million for technical assistance and special projects. This would be 
an important step in the right direction. 

The special projects fund would supplement the technical assistance program. 
It would concentrate on a limited number of major projects over a longer period 
of time. It would include area or regional economic development where more 
than one country is involved in a development program. There are many places 
in the world—the Middle East, the India-Pakistan area, and others, where great 
river basins cross political frontiers. Area development through the United 
Nations would release political tensions as well as increase overall economic 
productivity. 

To make these objectives attainable, however, we need to eliminate the artificial 
ceiling which was put on the United States contribution last year. We sincerely 
request this committee to eliminate the requirement that the United States share 
should be forced down to 38 percent this coming year and 33 percent the year 
following. As you know, this United Nations expanded program is one of volun- 
tary contribution and does not need to follow the same pattern as we do in our 
regular contributions to the administration of the United Nations. It would be 
much more fitting and much more effective if the United States would offer to 
match dollar for dollar the contribution of the rest of the world to this pregram. 

Even if we were to measure our contribution on ability to pay, our national 
contribution would be somewhere between 42 and 43 percent of the program 
instead of the 38 percent ceiling which was written into the legislation last year. 

Working through the United Nations on this rather small program, we are 
getting twice as much done as we can achieve through our bilateral program— 
as important as our bilateral program is. This is possible because the other 
nations are contributing more than 50 percent to the cost of the program in terms 
of dollar needs. The recipient countries are putting in local materials and 
manpower, which make their contribution very much greater than our own. It 
is extremely heartening that the contribution of the other countries has grown 
year by year as the United Nations technical assistance program has demon- 
strated its effectiveness. We expect those additional contributions to continue 
and increase. We should make it a policy to match all these additional 
contributions. 

Since the United Nations program of technical assistance was established in 
1950, a total of 84 governments have contributed a total of $200 million. During 
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the course of 1958 alone over $30 million is being spent to undertake the develop- 
ment of projects which governments all over the world have requested. 

Measured in terms of per capita contributions by the respective countries, sev- 
eral of the countries involved are contributing more per capita than we are in the 
United States. That is true of Denmark, Sweden, Canada, and 1 or 2 others. 

The special projects program authorized at the last session of the United Na- 
tions, with United States support, should eventually achieve a $100 million ob- 
jective. We feel that the $414 million requested by the administration at this 
time is a very small step in the right direction and will be happy to see this 
increased as rapidly as the funds can be used on a proper matching basis. 

One aspect of the United Nations program which is very important is the tech- 
nical assistance which is being given directly by the United Nations to the 20 
newly born democracies which have come into being since World War II. Most 
of these new countries need technical assistance in public administration and 
operation of the mechanics of government which can be provided best by ex- 
perts from the United Nations. This can take advantage of the experience of 
all of the countries involved. 

The multilateral basis of this program is one of its greatest strengths. Most 
of the countries which receive aid also contribute to helping others by placing 
the traditional skills of their people at the disposal of neighboring or far-off 
lands. Experts have been recruited from 80 different countries and have served 
in more than 135 countries. Currently the program has some 2,400 experts in 
the field bringing to over 6,200 the total number of experts provided since the 
U.N. program started 7 years ago. i 

VI. A point at which there has been great confusion, misunderstanding, and { 
misdirection has been on the subject of the proposed Special United Nations Fund 
for Economic Development. Perhaps the nickname of that fund has been its 
greatest albatross. For some reason or other, SUNFED has been picked upon for 
treatment with scorn. Actually the Special United Nations Fund is parallel in 
every respect with the United Nations program of technical assistance. It would 
apply the same formulas of voluntary contribution and support which are used 
in the technical assistance field, applying them to development overseas. United 
States contribution of something less than 50 percent of SUNFED would bring 
us double the results, dollar for dollar, that we would get from the same amount 
of investment in development funds used bilaterally because other participating 
countries would more than match our contribution. The starting funds for 
SUNFED, as most recently described at the United Nations, would call for a 
United States contribution of about $80 million, which, as we say, is only a small j 
fraction of the amount requested by the administration for development funds 
in own own bilateral program. The SUNFED proposal has the enthusiastic sup- 
port of the majority of nations in the United Nations. For reasons which are 
obvious to you the Soviet Union is not eager to have development programs car- 
ried forward by the United Nations. The U. 8. 8. R. puts a prominent price tag 
on everything it does. It wants to get full credit for all the economic develop- 
ment funds it spends in the “cold” or “lukewarm” war. In sharp contrast, the 
United States has every reason to move forward in taking the leadership in a 
U. N. development program. Nothing would give greater evidence of our own 
intense belief in the principles back of the United Nations than to use a small 
part of our resources for development through this United Nations channel. 
For those who are concerned about possible control by the borrowers, we might 
consider using the same administrative machinery in SUNFED that we use in 
the World Bank. 

In addition to these suggestions, there are a few miscellaneous items which 
are important. 

VII. The Cooperative League is happy to support the administration’s request ; 
for $11 million for the United Nations Children’s Fund. UNICEF has consist- ' 
ently performed humanitarian services of great value. 

VIIi. We believe that the expansion of the Public Law 480 funds is in our na- i 
tional best interest. A most constructive addition could be made to that pro- i 
gram by authorizing the use of local currencies built up from the sales of United 
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States agricultural surpluses overseas for both technical assistance and develop- 
ment programs. We would particularly like to see the Congress authorize the 
use of some of these funds through the voluntary agencies such as CARE, which 
have overseas staff and ongoing Overseas programs and could expand their serv- 
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ices in the field of technical assistance, self-help materials, and economic 
development. 

IX. We are very much intrigued by the new proposal presented by Senator 
Mike Monroney to supplement the work of the World Bank. We hope that hear- 
ings will be held on this very soon, and that we will have an opportunity to 
testify. The Monroney proposal, however, should not be used as a device to 
kill or replace the well-proved and effective programs carried on under the 
Mutual Security Act. 


Senator Smirx. The final witness before lunch will be Mr. George 
Burger, National Federation of Independent Business. Mr. Burger, 
we are glad to see you. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D. C. 


Mr. Burcer. I am George J. Burger, vice president and Washing- 
ton representative of the National Federation of Independent Busi- 
ness. I am appearing here solely for the membership of the federa- 
tion. 

We represent independent business and professional people in all 
vocations from all parts of the country. We have the largest directly 
supporting membership of any business organization in the country. 


POLL RESULTS 


Our position on legislation is dictated directly by our membership. 
We oll our members on all important issues, and are committed by 
their majority vote. No officer or group of officers is permitted to 
speak or act officially for the federation until our entire membership 
has been polled. 

Our members were polled through mandate No. 229—official publi- 
cation of the federation—on House Joint Resolution 66 introduced 
by Congressman Ralph W. Gwinn, a bill to amend the constitution 
to prevent our Government from giving or lending money or ma- 
terials to countries which still owe us money. 

The result of this poll, as it appears in mandate No. 230, shows: 
70 percent for, 21 percent against, and 9 percent no vote. 

Mr. Chairman, at this point, to substantiate the position of the 
federation, I would like to include in the record a release of Mr. Paul 
Peters, to substantiate the position of the federation, a release of 
March 26, 1958, which shows the world debt defaults of nations 
amounting to $18,174,507,000. I would like to have that included in 
the record. 

Senator Smiru. It will be included. 

(The release referred to is as follows:) 


[News Bulletin, March 26, 1958] 


INDEBTEDNESS OF FOREIGN GOVERNMENTS TO THE UNITED STAtTes ARISING FROM 
Wortp War I AS OF JUNE 30, 1957 


The annual report of the Secretary of the Treasury for fiscal 1957 at page 608 
lists the indebtedness of foreign governments to the United States arising from 
World War I loans and advances, most of which were made after the end of 
hostilities in November 1918. 

As of June 30, 1957, the interest due and unpaid totaled $6,740,610,768.99 on 
principal due and unpaid of $3,648,513,825.76 plus unmatured principal of 
$7,785,382,743.04, all of which adds up to $18,174,507,337.79. 

This example of how our taxpayers have been taken for their first big charity 
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ride should provide useful information for those who are opposing furthe 
loans and grants to foreign countries to allegedly contain communism, Th 
previous bulletins we have presented statistics showing how more than $153 
billion has been poured out in loans and grants during the period of World Wa, 
Il and thereafter. It also has been shown that present unexpended balances 
available for additional foreign aid, much of which is still uncommitted, totals 
more than $7 billion. 

To put a little additional information in the hands of patriots who want t 
preserve the solvency of the United States and put our own economy back on 
the track, the table shows the indebtedness by countries : 








ih ad bsnl stathe bok EAE a anno emncies $34, 567, 029, 77 
I te nite bs ie Din nic Abisi him dd hubba pt y~eu te . 26, 024, 539, 59 
EE eee ee eee ree eee ye eee ey Ona peper ta 603, 371, OTT. 60 
Czechoslovakia_____._.__- he wiles biniatid Bh ik es he ehh tone 230, 122, 165. 4 
ab 0097055 5 io i i aS eee 31, 362, 060. &1 
meen Siaiehepwatlrnnetinie kth 6, 619, 982. 74 
| a tl RAT LIL ee ego neem sqe-ee=~s 0, Oe 
eee hae See ee --+5--......... ‘8,256 
Girma ues i or ro el i ad 42, 108, 615. 10 
SOUT oj 5 es a hh bd ie hile i ie robien Sins 3, 537, 380.04 
ee ee ceape Se ofivdeducecaneetes secaianill 2, 146, 866, 659, 4 
I A a ao aca hc iea a abiocieein ho gia mw ictinale 12, 985, 596. 4 
A ee oe ee a eres teenies or aumecegeenrga det oo 11, 650, 949. 16 
Ped. oot AL Ss 3 SU Seat stabi athe 392, 485, 264. 
Remote oii5 ce i te sa LiZthi OLii date ee 96, 678, 653. 78 
Russia_____- ah DAS EE A SS Tee ee ca oe ici ogta anki 563, 640, 016. 36 
I ns Pct ee Se cote Saas eahidee arena 68, 018, 593. 78 
NT a Ear eis ba ee Lae cht iil _... 18, 174, 507, 337.79 


It’s time to close Uncle Sam’s international gift shop. 


Mr. Burger. It is to be noted on the mandate the imstruction is 
given to the members: “Before voting—see arguments ‘for’ and 
‘against.’ ” 

Within the past 60 days we pooled our members through mandate 
No. 236 on President Eisenhower's proposal that Congress vote an 
increase in foreign aid this year. The result of this poll, as it appears 
in mandate No. 237, shows: 17 percent for, 77 percent against, and 
6 percent no vote. 

At this point, Mr. Chairman, I would like to have included in the 
record the poll made on both of those propositions, the questions and 
the results of those polls. 

(The release referred to is as follows :) 


House Joint RESOLUTION 66—Stop ForREIGN AIpD 


Amend our Constitution to prevent our Government from giving or lending 
money or materials to countries which still owe us money, wartime excepted 
(Rep. Noah Mason, Illinois.) 

Argument against.—Dollars won't turn back communism, but they can be 
mighty powerful in helping to keep on their feet, hale and hearty, the free coun- 
tries sided with us to preserve liberty. Money and materials we pumped into 
our allies during World War helped destroy the Axis threat. Money and ma- 
terials we pumped into Europe during the past 10 years has helped its people 
get back on their feet, and wax strong against the Red tide. Understandably we 
grumble about the cost. But we've got to figure it against the job that must be 
done, 

Argument for.—$60 billion—just about enough to run our whole Federal 
Government for 1 year with no taxes collected from anyone. That’s what our 
Government has given or loaned to other countries since World War I. Loans 
granted some nations almost 10 years ago remain unpaid—in fact some coun 
tries still owe us for loans we made to them back in 1918. This situation is Just 
poor business. You wouldn’t lend to deadbeats. Neither would you deposit 
in a bank that makes such loans. Yet you're financing our Government 10 
making such loans. 





mon 


Ir 


Tre 


CO 
er 
ex 





ss Baeus5 


APES PSH Pe Sr LS Ss SS 
SSASSPEPSSRBBSBMSSIA 


T_,lrCrlCUM ee — -s. 5.5 
Ba8S Ze: = | 


— 
=> 
@® 


and 


our 


just 
osit 
t in 


MUTUAL SECURITY ACT OF 1958 711 


House Joint Resolution 66—Stop foreign aid to countries that still owe us 
money: For, 70 percent ; against, 21 percent ; no vote, 9 percent. 


INCREASE FOREIGN AiIp SPENDING 


Are you for or against the President’s proposal that Congress vote an increase 
jn the foreign aid program. os ree 

Argument for.—‘An indispensable part of our efforts to maintain a sound 

.” That’s what the President says about foreign aid. Over half this 

money is intended to buy the arms and equipment needed by other nations to 
keep the Russian wolf from their doors. This helps keep it out of our yard. The 
palance helps our friends build sound economies needed to help them play their 
own part in this defense effort. We shouldn’t overlook the fact that this $3.9 
pillion is only a drop in the bucket compared with funds we would have to spend 
ina “go it alone” policy; we shouldn’t balk at the extra asked this year. 

Argument against.—$60 billion, almost enough for a whole year’s tax forgive- 
ness for every citizen without impairing any Government programs—that’s 
what foreign aid has cost to date. The $3.9 billion asked this year is a $1.1 
pillion increase over what Congress voted last year. This increase is just about 
the same as the increase asked for missiles. Instead of voting these extra funds 
for others, we should apply them to missiles. This would strengthen our economy 
and increase our power. It would also make us a more reliable bulwark of our 
own freedom and that of other peoples of the world. The one thing Russia 
respects is power. 

Increase foreign aid spending: For, 17 percent; against, 77 percent; no vote, 
6 percent. 


Mr. Burger. Mr. Chairman and members of this committee, based 
on these votes expressed by our nationwide membership, the National 
Federation of Independent Business is opposed to further aid to 
countries who still owe the United States money, and is against any 
increase in foreign aid spending this year over last. 

Mr. Chairman and members of the committee, bear in mind these 
views coming from the grassroots of our Nation, all small business 
and professional men, certainly should be noted by the Congress 
before any further action is taken. 


SUGGESTED CHANNELING OF ALL ICA PROCUREMENT THROUGH AMERICAN 
INDUSTRY 


If the Congress deems otherwise, then it would be our opinion, in 
the best interest of small business and large business, that definite 
instructions be given by the Congress, as it relates to the operations 
of the International Cooperation Administration during this lull in 
our domestic economy, that all authorizations of ICA be channeled 
through American industry. 

Why do we say this? 

In reviewing the releases from ICA, we note quite frequently the 
source of supply is “worldwide.” 

Here’s a good example: 
oe from ICA dated March 24, 1958, authorizes supplies for 
ran: 


Iron and steel materials (source “worldwide”’)_______.__.___ | $1, 000, 000 
Motor vehicles, engines, parts (source “worldwide” )lo20420 Noli 3, 999, 000 
Tires, tubes, repair material (source “worldwide”)________________ 4, 470, 000 


Mr. Chairman, we understand that Iran is one of the oil-producing 
countries in the Middle East, and it’s hard to believe that that gov- 
‘ment would be in need of this aid from our Government at the 
expense of the American taxpayers. 

23578—58 46 
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Further we believe that this business, in these three commodities 
accruing to American industry during this temporary recession would 
be a very helpful action upon the part of our Government. 

As to the overall action of the International Cooperation Adminis. 
tration, I would like to have the privilege to file with the committy 
at the completion of my statement the complete text of the letter | 
directed to Mr. James H. Smith, Director of International Cooper. 
tion Administration, on February 12, and a letter received in answer 
from the ICA under date of February 24. 


I quote in part from my letter of February 12: 


I am just wondering, at this time, in view of the recession in our domestic 
economy, as reported in the press, whether any consideration is being given by 
the agency as to diverting the source of supply from worldwide to our domestic 


producers. 
I quote in part from the answer I received from ICA: 


In response to your inquiry whether this agency has under consideration 4 
ehange in the source of supply from worldwide to our own domestic producers 
in view of the condition of the domestic economy as reported in the press, it 
should be mentioned that the policies of this agency are under continuing reviey, 
However, it is not anticipated that a change will be made in our policy regarding 
the source of supply for the reasons outlined below : 

A number of segments of United States industry have expressed the opinion 
that since the American taxpayer is paying the bill, American industry should 
be given priority on all procurement. The Mutual Security Act was not intended 
as a support for domestic industry. To make it such, even if only as a byproduct 
of our mutual security program, will not only make it more expensive for the 
American taxpayer, but in some measure defeat the purpose and objectives of 
much of the economic aid given since 1948. 


Mr, Chairman, it is reported in the Congressional Record of Mareh 
11, 1958, Appendix, page A2255, remarks of Congressman Ralph 
Gwinn, and I quote: 

A check of the records indicates that during the period of World War II 
and in the postwar period to June 30, 1957, the American taxpayers have supplied 
more than $134 billion in aid to foreign governments and their peoples. 

We put the question to the Congress: 

How long can the American people be “Lady Bountiful to the 
world’? 

We continually read in the press that. unless we continue this for- 
eign aid program that the Soviet Government will master the world. 
We wonder. 

In this, it is interesting to note that only a short while ago a retired 
business man, in conversation with me and others, stated that during 
his recent visit to the Middle East, Egypt, he mentioned to the 
Egyptian, “What was the reaction in Egypt when our Government 
failed to go through in building the dam?” 

The Egyptian replied, “Well, if we don’t get it from your Govern- 
ment we will get it from Russia.” 

He said to the Egyptian, “I am giving you a self-addressed en- 
velope and will you drop me a line when the Egyptian Government 
gets that aid from Russia?” 

He remarked that he is still waiting to get a reply. 

In conclusion, Mr. Chairman and members of the committee, the 
American people as a whole would never deny aid, irrespective of 
where the aid is needed, that is, where starvation, et cetera, is prevail- 
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ing within a nation ; but, on the other hand, we are wondering whether, 
under the subterfuge of necessary aid, we may be building up the econ- 
omy of nations throughout the world, all at the expense of the Ameri- 
gan economy, and if such action may not act as a boomeran to us. 

At least, a correction should be made in the operation of the Inter- 
jational Corporation Association if foreign aid is to be continued. 
This, in itself, would be some relief for the American taxpayers and 
American industries. 

(The letters referred to are as follows :) 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Washington, D. C., February 12, 1958. 


ReP. I. Bulletin No. 58—7, February 12, 1958 


Mr. James H. SMirH, 
Director, International Cooperation Administration, 
Washington, D. C. 


Dean Mr. Smitu : Noted that the above release discloses a considerable amount 

of foreign aid approved for Vietnam, running into many many millions of dollars 
and the majority of various materials source of supply is worldwide. 
»I-was just wondering, at this time in view of the recession in our domestic 
economy, as reported in the press, whether any consideration is being given by 
the agency as to diverting the source of supply from worldwide to our own do- 
mestic producers. 

For example, we note item 31 in the release, which covers an appropriation 
of $1,500,000 for rubber and rubber products, excluding crude rubber. We are 
sore that in this particular instance the American producers of rubber products 
would be helped considerably with a greater share of that business to those pro- 
ducers Within our own 48 States. 

We would be more than pleased to hear from you as to any comments you would 
have to make on the subject matter. 

Sincerely, 
GerorcGe J. Burger, Vice President. 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D. C., February 24, 1958. 


Mr. Grorce J. BurGER, 
Vice President, National Federation of Independent Business, 
Washington Building, Washington, D.C. 

Deak Mr. Burcer: This is in further reply to your letter of February 12, 1958, 
addressed to Mr. Smith, concerning this agency’s procurement policies, receipt 
of which was acknowledged by Mr. McDonald's letter of February 14, 1958, with 
anotation that he is forwarding your letter to me for reply. 

In response to your inquiry whether this agency has under consideration a 
change in the source of supply from worldwide to our own domestic producers 
in view of the condition the domestic economy as reported in the press, it should 
be mentioned that the policies of this agency are under continuing review. How- 
ever, it is not anticipated that a change will be made in our policy regarding the 
source of supply for the reasons outlined below. 

A fundamental responsibility of ICA is to give the maximum amount of aid 
at the least possible cost to the American taxpayer. Therefore, ICA’s basic 
policy with respect to source of procurement is stated in the following terms: 

Subject to the provisions of section 510 of the Mutual Security Act, United 
States dollar procurement for foreign economic assistance should be at the lowest 
free world cost, all other relevant factors being equal, except for surplus agri- 
cultural products which by law must be procured in the United States. 

This is not to be interpreted as making lowest cost the only governing factor 
in determining source of procurement; there is a need to make certain that 
bids by or purchases from foreign suppliers are evaluated in terms of other 
relevant factors, such as quality, specification and design, in terms of delivery, 
tie, as well as price, so as to insure that the United States and the beneficiaries 
of our dollar aid will receive full value for the expenditures. 
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Likewise ICA policy continues to be that United States producers shall a} 









have a wholly adequate opportunity to bid on any dollar procurement Saame Sena! 
by ICA. Senat 

In addition to accomplishing the objectives of ICA at minimum cost, this James ; 
promotes other important objectives of the Mutual Security Act, including ty (Dis 
development of strong mutually beneficial international trade relations among Sena’ 
the nations of the free world, promoting a sounder basis for our own : ne 
tional trade, and developing the economies of friendly nations, including those ment 1 





to which we are giving assistance now as well as those which are no longer 
receiving aid. 

In this manner our program helps One cooperating country to obtain 
needed commodities, helps another free world country, to earn dollars Which 



































that country needs to buy goods from this country, and thus provides opportuyj. mean ti 
ties for American firms to obtain export business which they could not gq 90 hap 
otherwise on account of lack of dollars on the part of their customers in othe | Americ 
countries. Unite d 
For example, during the first 6 months of 1957 United States exports to Japan , 
totaled $718 million as compared with United States imports from Japan of $2» Mr. 
million. If Japan was not permitted to participate substantially in purchases gf sively ( 
equipment and materials financed by this agency, which Japan can furnish mos | }enefic’ 
advantageously, Japan imports from the United States would would 
be reduced on account of that country’s lack of dollars with which to pay fg 
imports. Furthermore Japan, which must import one-fifth of its food, and almost Sena 
all of its industrial raw materials, must trade with the free world to liy, | when J 
Therefore, it is in our interest to encourage Japan to trade with the United | mean 1 
States and other countries of the free world in order that it will not becom ducers 
economically dependent on Red China and the Communist bloc. 1 
Within the objectives of the mutual security program, the foreign policy of nea 
the United States has long been oriented towards helping to improve the standard B 
of living of the countries of the free world. At the same time, the continued Sena 
growth of United States industry is tied to the development of production and Mr. ] 
the standard of living elsewhere in the free world, without which markets for Sena 
United States products cannot expand. ie 
Aside from this, it is clear that in a relatively free market, American industry | 8° WO! 
can for the most part more than hold its own. An important objective of our Mr. . 
foreign economic policy is to keep open for American industry relatively free Sena 
access to the markets of the world. Limitations on our part will tend to justify (WI 
and encourage restrictive practices by other nations, and in the end be more ofa 
detriment than an aid to the development of our own international trade. 2p. m. 
A number of segments of United States industry have expressed the opinion 
that since the Amtrican taxpayer is paying the bill, American industry should 
be given priority on all procurement. The Mutual Security Act was not intended The 
as a support for domestic industry. To make it such, even if only as a byproduct I 
of our mutual security program, will not only make it more expensive for the wa 
American taxpayer, but in some measure defeat the purpose and objectives of fore it 
much of the economic aid given since 1948. find th 
In addition it should be noted that, while some individual industries in the gotten 
United States may not participate directly in procurement financed by this agency of th 
to the extent which they would like, American industry as a whole benefits | the 
greatly since most of the dollars made available by this agency are ultimately alive, | 
spent in this country. For example, dollars made available to pay for goods | the fol 
provided by other friendly countries, such as the case of Japan cited above, are We 
of necessity used to purchase urgently needed commodities from the United States 
States. . 
If it were not for the mutual security program, United States exporters could We 
not sell any goods in many of the countries receiving aid, since these countries hmitir 





do not have any dollars with which to purchase American material and equip 
ment. Thus, a large portion of the funds expended by this agency are of direct 
benefit to American industry. 








Sincerely yours, WN] 
EpwIn H. ARNOLD, AGE 

Deputy Director for Technical Services. 
Senator Humrnrey. Mr. Burger, we thank you. STA 
I believe that concludes our morning testimony ; is that right, Sena- Mr 
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Senator Suir. That is correct. 

Senator Humpnrry. The first witness this afternoon will be Mr. 
James Tanham. 

(Diseussion off the record. ) 

Senator Humrurey. I might add in reference to this ICA procure- 
nent information bulletin, Mr. Burger, you take the instance of 


While they want parts for agricultural machinery and tractors for 
Turkey, the procurement order says “worldwide,” but this, also, could 
mean that the parts would be from the United States, because it just 
g happens that most of the tractors which have gone to Turkey are 
American tractors, and the only place you can get parts is in the 
[nited States. 

Mr. Bureer. All we are interested in—and we are speaking exclu- 
sively of small business and where the small business would be the 
leneficiary—but, with our present domestic economy the way it is, I 
yould think charity begins at home. 

Senator Humpnurey. Right. But I think it ought to be clear that 
when you see a caption such as this “worldwide,” that it may actually 
mean for all practical purposes limited to American domestic pro- 
ducers, because it happens that in Turkey, the tractors are Min- 
neapolis Moline tractors. 

ir Burcer. I am glad to hear that. 

Senator Humrurey. I just happened to notice that one. 

Mr. Burcer. But you noticed it. 

Senator Humrurey. Yes; and I notice that the procurement source 
is “worldwide.” 

Mr. Burcer. That is what I am getting at. 

Senator Humrenrey. Thank you. 

(Whereupon, at 1 p. m., the subcommittee recessed, to reconvene at 
2p. m., this same day.) 

AFTERNOON SESSION 


The Cuairman. The meeting will please come to order. 

I was sorry to have to withdraw from the meeting this morning be- 
fore it was completed. I had an engagement to speak downtown. I 
fnd the audience is greatly diminished. Whether it is because we have 
gotten half way through our list of witnesses or whether it is because 
of the subject matter, I do not know. However, our interest is still 
ilive, that is that of the committee, and we will be glad to hear from 
the following list, which I will call in order. 

We will now hear from the Chamber of Commerce of the United 
States, ae ented by Mr. James Tanham. 

We will continue the rule that was put into effect this morning, 
imiting you to 10 minutes. 


STATEMENT OF JAMES TANHAM, CHAMBER OF COMMERCE OF THE 
UNITED STATES; ACCOMPANIED BY J. WARREN NYSTROM, MAN- 
AGER, DEPARTMENT OF INTERNATIONAL RELATIONS, UNITED 
STATES CHAMBER OF COMMERCE 


Mr. Tanuam. Mr. Chairman, may I say Dr. Nystrom, of the cham- 
ber, is here with me in case I need him for some information I may not 
have readily available. 
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My name is James Tanham. Before retiring from active bugj 
I was vice president of the Texas Co., New York City. I appear 
today on behalf of the Chamber of Commerce of the United States, 

resent its views on the subject of mutual security and on the specific 
ill before you, S. 8318, 

I am a member of the chamber’s foreign policy committee, and chair. 
man of its subcommittee on foreign aid. I am also a former membgp 
of the chamber’s board of directors. 

The Chamber of Commerce of the United States is a national fed. 
eration of over 3,300 trade and professional associations and State and 
local chambers, with an underlying membership of more than 2,500,009 
businessmen, and over 21,000 direct business members. 


REPRATED ENDORSEMENT OF PRINCIPLE OF MUTUAL SECURITY 


The national chamber has endorsed the principle of mutual security 
repeatedly since inception of the program. ‘Today, intensified eco- 
nomic penetration of less-developed areas by the Soviet bloc gives, 
fresh urgency to our support of the program’s broad purposes. 

We support the principle basically because of our interest in ad: 
vancing the security of the United States and of all other free nations 
against the threat of Communist expansion. 

Our reasons for this support are summarized in the following ex- 
cerpt from a statement approved by our board of directors only 2 
months ago: 

Congress should support the mutual security program as an instrument of 
United States foreign policy dedicated to the purposes of— 

(a) Security for the United States and the other nations of the free world, 

(b) The development of the economic resources and living standards of the 
peoples of the free world through cooperation and self-help. 

(c) The encouragement of responsible political freedom and stability. 

(ad) The fulfillment of the traditional humanitarian aspirations of our peo- 
ple * * * 

This endorsement does not necessarily extend to every phase of a 
particular mutual security program. We do not believe that the 
value of the program can be measured directly by its costs; that is, we 
do not hold that the more money that is spent on it, the better its 
results must be. Neither do we believe the program to be a giveaway. 


THE CHAMBER’S RECOMMENDATIONS 


In the interest of making foreign aid an even more potent instfi- 
ment of American foreign policy, our board of directors concluded the 
statement mentioned above by saying: 


Congress should enact whatever legislation is necessary to insure the following: 
That the returns are commensurate with the costs; that the resources of free 
enterprise are utilized to the utmost to supplement the mutual security program; 
that the cost of military assistance ta our allies is included in the annual appre 
priations of the Department of Defense. 


The chamber also recommends that— 


the President should have limited authority, upon such terms as may be pre 
scribed by Congress, to provide long-range economic assistance in the form of 
loans and grants for approved foreign development projects which may require 
a period of years for planning and completion. 


Be ae 
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With sincere respect for the scope of the task facing the Congress 
jp considering the proposed mutual See ee ee ps for fiseal 1959, 
we make the following recommendations, which are based on our most 

t studies: sare ae 

(1) The administration’s appropriation request of $3,942,100,000 
for the fiscal 1959 program should be reduced by $259,750,000 to 
$8,682,350,000. This recommendation affects the military phases of 
the proposed program and the catchall category termed “Special and 
other assistance. , ; 

J will explain each of those two items separately. 

With respect to the military phase, based on a belief that greater 
diiciency would be obtained if Congress would include the cost of the 
military parts of the program in the budget of the Department of 
Defense, the chamber recommends that requested appropriations for 
direct military assistance and defense support be reduced by 5 per- 
ent. ‘This represents a reduction of $131,750,000. 

The second item is the so-called catchall category of special and 
other assistance. 

We also recommend a reduction of $128 million in special and other 
assistance. ‘The administration is currently requesting $518.6 million 
for activities under this broad heading, whereas new and reappro- 
priated funds for this category last year totaled $338 million. We can 
ge no justification for this large increase. Our recommended reduc- 
tion would still give the administration roughly $50 million more for 
the purposes of this category than it received last year. 

10se two items summarize our overall recommendations of a reduc- 
tion of $259,750,000. 

(2) Congress should support measures to encourage and facilitate 
participation by private enterprise—to the maximum extent prac- 
ticable—in achieving the purposes of the mutual security program. 

Congress could, for example, further the objectives of section 413 
ofthe Mutual Security Act by approving agreements designed to safe- 
guard and encourage American private capital in foreign countries. 
Itcould insist that these agreements include firm and clear-cut assur- 
ances of fair and nondiscriminatory treatment for existing and future 
investments. 

(3) Congress should support. the Development Loan Fund provided 

that it will serve to encourage private enterprise rather than govern- 
ment-to-government dealings in the economic development of the less- 
developed countries; provide a basis for long-range planning of proj- 
ets essential to the efficient conduct of United States assistance to 
other countries; and also aid in the creation of basic economic devel- 
ment and economic stability within the less-developed countries 
which will, in turn, promote greater private capital investment and 
enterprise. 
Congress should make certain that competent personnel will at all 
times administer the Development Loan Fund; that full and effective 
cooperation with other governmental agencies and private lending 
organizations will be maintained; and that the stated objective of 
ok the role of private capital investment enterprise will be 
strictly followed. 

(4) Economic assistance should be more efficiently utilized to pro- 
vide greater benefits, both to the United States and to recipient coun- 
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tries. In assisting the less-developed countries there should be yo 
undue emphasis upon industrialization. On the contrary, plannj 
should provide for an orderly and balanced expansion of all segments 
of the economies of recipient countries with operation by private ep. 
terprise, rather than by government, encouraged to the fullest extent 

5) The administration’s request of $163,500,000 for technical ¢. 
operation should not be reduced. Technical assistance is most, eggep. 
tial if other peoples are to acquire the techniques and skills neceggq 
for their economic development. It is also a vital adjunct to our ego. 
nomic aid programs. 

(6) Congress and the public should be given more information ¢op. 
cerning the mutual security program and should be better informe 
as to how its budget is frmlatek: 

A better job of detailing the appropriation request for mutual seep. 
rity needs to be done. For example, the appropriation requests for 
Defense support and special and other assistance as contained in the 
Federal budget do not correspond with those listed in the President's 
message of February 19 on the mutual security program. This raises 
the question as to whether those responsible for formulating the 
gram’s budget request first arrive at an overall figure and then tailor 
the various parts of the program to fit that total. If this should bk 
the practice, it is not only contrary to sound budgetary principles, 
but indicates irresponsibility in programing the use of public funds, 

We urge the committee to inquire fully into these matters. It is 
especially important during this period of international tension that 
the Congress and the public be kept as fully and accurately informed 
as is possible. Those officers of the Government charged with re 
sponsibility for formulating plans for so vital a part of our foreign 
policy as the mutual security program are doing the program itself 
a disservice by failing to provide a clear and _ straightforward 
explanation. 

So much for our recommendations. 

Findings of on-the-spot survey * * * 

I would now like to briefly describe to the committee a project u- 
dertaken by the chamber in cooperation with a number of American 
business concerns with overseas branches and affiliates. We recently 
conducted an on-the-spot survey of the foreign aid program to obtain 
information which might be used by Congress and the administration 
to achieve a more efficient and better administered operation. This 
survey, similar to one made by the chamber last year, has just been 
completed, and I request that the attached findings be included with 
this testimony. Our questionnaire was answered by some 300 Ameri- 
can businessmen, scattered among 65 countries, who have observed 
the varied operations of the foreign aid program at first hand. 

Here are a few of the survey’s findings: 

(a) The mutual security program is important to our national se 
curity. Typical comment: 


Vietnam exists today and it would not had it not been for ICA (Vietnam). 


(6) There is plenty of room for improvement in administrative 
performance. Typical comment: 


Everybody busy writing reports on what should be done, but much of this from 
reading earlier reports. More doers and fewer planners needed (Korea). 
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(ce) Our foreign aid program is not effectively explained to the 
peoples of recipient countries. Typical comment: 
This is one of the biggest failings of our foreign aid program. With better un- 
ding on the part of the people, our aid could be reduced and achieve the 
same goal (Far Rast and southeast Asia). 
(d) A greater erepertion of aid should be used to develop the 


gonomies of friendly countries. Typical comment: 


By all means stress the economic. Out of economic well being will come a 
natural popular conclusion that free enterprise * * * is better than communism 
(Italy). 

(e) Private enterprise needs more encouragement if it is to make a 
better contribution to the development of other countries. Typical 
comment : 

It remains basic * * * that private enterprise will receive no sympathy from 
the local governments despite all new legislation, until and unless local ICA mis- 
sions think less in terms of direct government-to-government aid and more in 
terms of doing all possible to encourage and stimulate existing business as well 
to develop new business and industry. ICA locally has never gone on record as 
strongly supporting private enterprise or even in having more than a passing 
interest in it (Vietnam and Cambodia). 

ou will be interested to learn, I am sure, that ICA and the State 

Y , , 

Department requested and have been furnished several hundred copies 
of the survey findings for the use of overseas field staffs and the Wash- 
ington offices. 


SUMMARY 


In summary, the national chamber supports the broad principles of 
the mutual security program and recommends that it be continued. 
Adoption of the foregoing recommendations will not only save ap- 
proximately $260 million but will result in a more efficient and effec- 
tive program. 

Senator Arken. I find the last 2 or 3 pages of your statement very 
interesting. 

The Cuarrman. I don’t know whether you have been informed of 
the fact that I put this summary into the Congressional Record a 
week ago. 

Mr. Tannam. Wonderful. 

The Cuarrman. I beat you to it. 
> TanHam. You are way ahead of me. I am so happy about 

at. 

The Cuarrman. We will also have it go into our hearing and our 


Mr. Tannam. Thank you very much, Senator Green. 
(Mr. Tanham’s prepared statement follows :) 


TESTIMONY OF JAMES TANHAM FOR THE CHAMBER OF COMMERCE OF THE 
UNITED STATES, ON THE MUTUAL SECURITY PROGRAM 


My Name is James Tanham. Before retiring from active business, I was 
vice president of the Texas Co., New York City. I appear here today on behalf 
of the Chamber of Commerce of the United States to present its views on the 
subject of mutual security and on the specific bill before you (S. 3318). 

Iam a member of the chamber’s foreign policy committee, and chairman of 
its subcommittee on foreign aid. I am also a former member of the chamber’s 
board of directors. 

The Chamber of Commerce of the United States is a national federation of 
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over 3,300 trade and professional associations and State and local cha 
with an underlying membership of more than 2,500,000 businessmen, and over 
21,000 direct business members. 

The national chamber has endorsed the principle of mutual security repeg 
since inception of the program. Today, intensified economic penetration of 
developed areas by the Soviet bloc gives a fresh urgency to our Support Of the 
program’s broad purposes. 

We support the principle basically because of our interest in advancing the 
security of the United States and of all other free nations against the threat 
Communist expansion. 

Our reasons for this support are summarized in the following excerpt from q 
statement approved by our board of directors only 2 months ago: 

“Congress should support the mutual security program as an instrument of 
United States foreign policy dedicated to the purposes of : 

“(a) Security for the United States and the other nations of the free world, 

“(b) The development of the economic rescurces and the living standards of 
the peoples of the free world through cooperation and self-help. 

“(c) The encouragement of responsible political freedom and stability, 

“(d) The fulfillment of the traditional humanitarian aspirations of our 
people * * *.” 

This endorsement does not extend to every phase of a particular muty] 
security program. We do not believe that the value of the program can ip 
measured directly by its costs; that is, we do not hold that the more money 
that is spent on it, the better its results must be. Neither do we believe th 
program to bea giveaway. 

In the interest of making foreign aid an even more potent instrument of 
American foreign policy, our board of directors concluded the statement me. 
tioned above by saying: 

“Congress should enact whatever legislation is necessary to insure the folloy- 
ling: That the returns are commensurate with the costs; that the resources of 
free enterprise are utilized to the utmost to supplement the mutual security 
program; that the cost of military assistance to our allies is included in the 
annual appropriations of the Department of Defense.” 

The chamber also recommends that the President should have limited author. 
ity, upon such terms as may be prescribed by Congress, to provide long-range 
economic assistance in the form of loans and grants for approved foreign devel 
opment projects which may require a period of years for planning and comple 
tion. 

With sincere respect for the scope of the task facing the Congress in consider. 
ing the proposed mutual security program for fiscal 1959, we make the following 
recommendations, which are based on our most recent studies : 

(1) The administration’s appropriation request of $3,942,100,000 for the fiscal 
1959 program should be reduced by $259,750,000 to $3,682,350,000. This recom 
mendation affects the military phases of the proposed program and the catchall 
category termed “Special and other assistance.” 

Based on a belief that greater efficiency would be obtained if Congress would 
include the cost of the military parts of the program in the budget of the Depart- 
ment of Defense, the chamber recommends that requested appropriations for 
direct military assistance and defense support be reduced by 5 percent. This 
represents a reduction of $131,750,000. 

We also recommend a reduction of $128 million in “Special and other assist 
ance.” The administration is currently requesting $518.6 million for activities 
under this broad heading, whereas new and reappropriated funds for this eate 
gory last year totaled $338 million. We can see no justification for this large 
increase. Our recommended reduction would still give the administration 
roughly $50 million more for the purposes of this category than it received last 
year. 

(2) Congress should support measures to encourage and facilitate participe 
tion by private enterprise—to the maximum extent practicable—in achieving the 
purposes of the mutual security program. 

Congress could, for example, further the objectives of section 413 of the Mutual 
Security Act by approving agreements designed to safeguard and encourage 
American private capital.in foreign countries. It could insist that these agree 
ments include firm and clear-cut assurances of fair and nondiscriminatory treat 
ment for existing and future investments. 

(3) Congress should support the Development Loan Fund provided that it will 
serve to encourage private enterprise rather than government-to-government 
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in the economic development of the less-developed countries; provide a 
pasis for long-range planning of projects essential to the efficient conduct of 
Dnited States assistance to other countries; and also aid in the creation of basic 
economic development and economic stability within the less-developed countries 
which will, in turn, promote greater private capital investment and enterprise. 

Congress Should make certain that competent personnel will at all times ad- 
minister the Development Loan Fund; that full and effective cooperation with 
other governmental agencies and private lending organizations will be main- 
tained; and that the stated objective of fostering the role of private capital 
investment enterprise will be strictly followed. 

(4) Economic assistance should be more efficiently utilized to provide greater 
penefits, both to the United States and to recipient countries. In assisting 
the less-developed countries there should be no undue emphasis upon indus- 
trialization. On the contrary, planning should provide for an orderly and bal- 
aneed. expansion of all segments of the economies of recipient countries with 

tion by private enterprise, rather than by government, encouraged to 
the fullest extent. 

(5) The administration’s request of $163,500,000 for technical cooperation 
should not be reduced. Technical assistance is most essential if other peoples 
are to acquire the techniques and skills necessary for their economic develop- 
ment. It is also a vital adjunct to our economic aid programs. 

(6) Congress and the public should be given more information concerning 
the mutual security program and should be better informed as to how its 
pudget is formulated. 

A better job of detailing the appropriation request for mutual security needs 
tobe done. For example, the appropriation requests for “Defense support” and 
“Special and other assistance” as contained in the Federal budget do net corre- 
spond with those listed in the President’s message of February 19 on the 
mutual security program. This raises: the question as to whether those respon- 
sible for formulating the program’s budget request first arrive at an overall 
figure and then tailor the various parts of the program to fit that total. If this 
should be the practice, it is not only contrary to sound budgetary principles, 
put indicates irresponsibility in programing the use of public funds. 

We urge the committee to inquire fully into these matters. It is especially 
important during this period of international tension that the Congress and 
the public be kept as fully and accurately informed as is possible. Those officers 
of the Government charged with responsibility for formulating plans for so 
vital a part of our foreign policy as the mutual security program are doing 
the program itself a disservice by failing to provide a clear and straightforward 
explanation. 

So much for our recommendations. 

I would now like to briefly describe to the committee a project undertaken by 
the chamber in cooperation with a number of American business concerns with 
overseas branches and affiliates. We recently conducted an on-the-spot survey 
of the foreign aid program to obtain information which might be used by 
{Congress and the administration to aehieve a more efficient and better admin- 
istered operation. This survey, similar to.one made by the chamber last year, 
has just been completed, and I request that the attached findings be included 
With this testimony. Our questionnaire was answered by some 300 American 
businessmen, scattered among 65 countries, who have observed the varied opera- 
tions of the foreign aid program at first hand. 

Here are a few of the survey’s findings: 

(@) The mutual security program is important to our national security. 
Typical comment: “Vietnam exists today and it would not had it not been for 
ICA” (Vietnam). 

(b). There is plenty of room for improvement in administrative performance 
Typical comment : “Everybody busy writing reports on what should be done, but 
Much of this from reading earlier reports. More doers and fewer planners 
needed” (Korea). 

(e) Our foreign aid program is not effectively explained to the peoples of 
teipient countries. Typical comment: “This is one of the biggest failings of 
our foreign aid program. With better understanding on the part of the people, 
E aid could be reduced and achieve the same goal” (Far East and southeast 


.{d) A greater proportion of aid should be used to develop the economies of 
friendly countries. Typical comment: “By all means stress the economic. Out 
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of economic well-being will come a natural popular conclusion that free enter. 
prise * * * is better than communism” (Italy). 
(e) Private enterprise needs more encouragement if it is to make gq better 



















































contribution to the development of other countries. Typical comment: 4 gh 
remains basic * * * that private enterprise will receive no sympathy from the or te 
local governments despite all new legislation, until and unless local IGA ny. A “rf it 
sions think less in terms of direct government-to-government aid and more in | here rig 
terms of doing all possible to encourage and stimulate existing business ag wa “Due 
as to develop new business and industry. ICA locally has never gone on tegoy If not F 
as strongly supporting private enterprise or even in having more than a passing | snd Rui 
interest in it” (Vietnam and Cambodia). “It is 
You will be interested to learn, I am sure, that ICA and the State Departmey Bralua 
requested and have been furnished several hundred copies of the survey finding | ap be 
for the use of overseas field staffs and the Washington offices. heen fo 
In summary, the national chamber supports the broad principles of the muty “This 
security program and recommends that it be continued. Adoption of the fom of life- 
going recommendations will not only save approximately $260 million but wi princip 
result in a more efficient and effective program. time” ( 
WHAT AMERICAN BUSINESSMEN ABROAD THINK OF FOREIGN AID on 
Only 
A REPORT ON A SURVEY OF THE VIEWS OF AMERICAN BUSINESSMEN IN FOREIGN foreign 
COUNTRIES ON THE OPERATION OF THE FOREIGN AID PROGRAM pad 

sta 
By Chamber of Commerce of the United States seven | 
res: 
This report presents the opinions of American representatives of = 
overseas branches or subsidiaries of United States-owned companies Soviet 
on such questions as the following: and ec 
Is foreign aid effective? Soviet 
Can it be improved? bases— 
Has it helped to stimulate private investment? “The 


How do foreign peoples view the program? 
How did they react to the Russian sputniks? 


How well is the mutual security (foreign aid) program achieving its ob 


jectives—furthering the security of the United States, its allies, and other oa 
friendly countries against the encroachments of Communist military and ec- 
nomic imperialism ? Impac 
In the hope of throwing some light on this question, the national chamber re The 
cently sent a questionnaire to American business firms operating in countries launct 
which have received some form of United States aid. The questionnaire was | ¢ fore 
designed to obtain an on-the-spot evaluation of our foreign aid program from | of chs 
American businessmen who were in a position to observe its varied operations | joted 
at first hand. in the 
Response to the questionnaire was excellent. Some 300 replies were receivel | duced 
from 65 countries—in Europe, the Middle East, Africa, the Far East, southeast | quips 
Asia, and Latin America. of Ru: 
The questionnaire covered a wide range of specific points. How efficient is the WAt 
local ICA administration? How well qualified are most of the personnel? Do | hig gj 
economic aid programs indicate sound planning? How much waste exists! cessfu 
Should the foreign aid program be continued or eliminated? What aspect ofthe | anda 
aid program—military or economic—should be emphasized? To what extent | the 
do the people of a foreign country understand how our aid is helping their 
country? Has foreign aid been of practical assistance in stimulating private Eeon« 
investment ? Bu 
Those who filled out the questionnaire were requested to express their views 
only on subjects they felt competent to report on, and to skip those on whid felt t 
they considered themselves no better informed than if they were residing in the gram 
United States. part | 
Four broad themes emerge from the survey : and ¢ 
1. The foreign aid program is important to our national security; aid s] 
2. There is room for improvement in performance ; Wt 
3. Inadequate knowledge of foreign peoples seriously hampers the effec | Was: 
tiveness of the program ; and : 
4. Private enterprise needs more encouragement if it is to make a better M 
contribution to the development of other countries. signe 
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FOREIGN AID AND NATIONAL SECURITY 


The bulk of respondents indicated that they thought the mutual security pro- 
performed a valuable function as an essential element of our foreign policy. 
variety of comments from different corners of the world expressed this belief: 
“if it had not been for the foreign aid program, the Russians would have been 
here right now * **” (Iran). . . 

“Due to the poverty of this country * * * financial assistance will be necessary. 
it not received from us it is inevitable this country will accept offers from Egypt 
and Russia” (Somalia). 10, Pa Le 

“{t is easy to be critical when examining specific activities of the ICA program. 
Braluating the overall program as it was administered in the past, the situation 
can be summed up by saying ‘Vietnam exists today and it would not had it not 
een for ICA’”’ ( Vietnam). ie” 

“This country must feel convinced that improvement in the basic necessities 
of life—food, clothing and shelter—are obtainable under Western democratic 

ciples of government. Economic aid will help them do this at this critical 
time” (India ) . 


Yeed continues 

Only 4 respondents—2 from Europe and 2 from Latin America—felt that our 
foreign aid program should be eliminated. Eighteen believed that the size and 
gope of the program should be decreased. One hundred and fifty respondents 
stated that foreign aid should be continued at about the present level. BHighty- 
sven thought that it should be expanded. Forty-one, out of this total of 300, 
expressed no opinion on the question. 

Some made a point of relating the continued need for foreign aid to recent 
Soviet technological achievements as well as to the total impact of Soviet political 
and economic penetration. For example, it was noted that the launching of 
Soviet satellites meant that we are now more than ever dependent upon overseas 
bases—supported in part by foreign aid funds—for our security: 

“The situation has in effect reversed our position as regards NATO. Before, 
every NATO country felt they needed us as allies. Now it is we who need them. 
We are no longer invulnerable because of the protection of our two oceans, but 
have become very vulnerable to Russian ICBM’s with atomic warheads” (France). 

Respondents frequently indicated that the foreign aid program is one of col- 
lective security, and not just a program of aid. 

Impact of sputniks 

The questionnaire tried to determine whether Russia’s well-propagandized 
launching of the earth satellites produced any adverse change in the attitude 
{foreign peoples toward the United States. Most respondents saw little evidence 
of change in the basic attitude of friendship toward this country. But they 
noted that there was at least a temporary loss of faith in American supremacy 
in the field of science and technology. The failure of our own Vanguard pro- 
dueed a number of lighthearted jokes abroad, particularly in Europe. These 
quips were tinged, however, with sympathete understanding and a growing fear 
of Russian capabilities : 

“At first the man in the street was gratified at the whittling of the giant to 
his size—followed by ridicule at our much publicized launching of the unsuc- 
cessful Vanguard—but sobered to sympathetic views toward the United States 
ind apprehension for himself, fearing that the United States may not overtake 
the Soviets in the field” (France). 


Economic aid emphasized 


But although recent developments in the field of missiles and nuclear weapons 
focused attention on the Soviet military threat, the majority of respondents 
felt that the economic, rather than the military, aspect of our foreign aid pro- 
gram should be given more emphasis. Only 29 persons felt that the military 
part needed emphasizing, and 37 thought the present balance between military 
and economic is about right. Close to 200 respondents thought that economic 
tid should be emphasized. 

While the bulk of respondents indicated that they thought economic well-being 
Was &@ precondition for political stability and reliable military strength, it was 
recognized that a blanket rule could not be applied to all countries: 

“Much more can be gotten out of our dollars if the program is cleverly de- 
signed to suit the particular country that gets it—don’t just make it one pattern 
fit all countries (or all countries in an area)” ( Brazil). 
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The comments of an American businessman in Turkey illustrate some of th In 80! 
problems involved in trying to evaluate the needs of a specific country: “Effic 
“Turkey—in the event of war—would be the first overrun. It’s a bulwark (Italy) 
against Russia—and a guardian of the Middle East—a role it acceptg—gg | Ther¢ 
as the pay continues. * * * Military should be stressed. Economic Progress: “Too 
little hope will be held out for Turkey unless she soon changes her attitude preryb: 
toward the Greeks who are her economic backbone.” reading 
Coordination with other policies urged sat 
When commenting on the objectives of our foreign aid program and the needy | for the 
of a local area the respondents did not always limit their remarks to foreign dtuatic 
aid as such. Strong views were held that the mutual security program gshoyg ug * 
be coordinated with other aspects of our foreign and economic policies; straigh 
“More commonsense should be applied—if we are to help these countrig (Iran) 
economically then let us be more practical in our aid—let us buy their produety “Too 
and they in turn will help us by buying our products—our equipment—and earp (Leban 
more dollars to repay their loans.” (Ecuador) dnd wn! 
“The reporter has definite views with regard to an economic aid prograp Inste 
looking toward the increased productivity of a highly industrialized country "Tt i 
such as Japan. Such a program can only lead to an increased need for exports throug 
irrespective of whether such markets are available in the free world. We must ply ant 
create markets for Japan’s economy to live and unless we buy from Japan, jt "Bas 
appears fruitless to try to increase the country’s productivity.” age (fi 
Similarly, the opinion was expressed that the foreign aid program should fe but im 
more closely tied to the propaganda battle for men’s minds. Greater efforts (tract 
were urged in educational, literary, and other cultural fields, suggesting the “The 
need for closer cooperation between the International Cooperation Administre- to inec 
tion (I. C. A.) which administers the program, and the United States Informa | «se 
tion Agency. Now 
PERFORMANCE EVALUATED donot 
“Not 
Respondents who answered questions relating to the administration and eff- of reci 
ciency of the foreign aid program were on the whole fairly well impressed with not er 
I. C. A. operations. At the same time, they were forthright in citing instances daily « 
of waste and poor management and in indicating that much could be done to “Lu 
make foreign aid more effective. in offic 
Efficiency of ICA administration _ Pail 
Of the 300 persons who completed the questionnaire, 111 stated that the general : i 
level of ICA administration was “fairly efficient.” Ninety-nine said that it "A 
was “efficient.” Twenty-three—chiefly from the Far East and from Latin ey—2 
America—thought that it was “poor.” The rest did not feel competent to express where 
an opinion on this question. (Bolit 
Staffing of ICA missions “It 
Sixty persons felt that the ICA missions were “overstaffed”; 128 indicated | [mite 
that the staff was ‘about right,” and 7 thought the missions were understaffed. om 
Qualifications of personnel Why: 
To the question whether most ICA personnel appeared qualified to handle “Mi 
their respective jobs, 97 said ‘well qualified,” 102 answered “fairly well qualified,” Other 
and 19 stated “poorly qualified.” which 
Planning Lack 
One hundred and twenty-four persons replied that “most’’? economic aid pro Al 
grams indicated sound planning in light of the needs of the country. Seventy- plain 
three replies said that “some” programs indicated sound planning, 21 stated that | 
that “few” do, and 1 said that “none” do. Wher 
ay 
Extent of waste unde: 
Forty-six persons felt that there was “too much” waste in the operation of the same 
foreign aid program. Most of these complaints came from the Far East and from “0 
Latin America. One hundred and eleven believed that there was “some waste, a COr 
but not unreasonably so,” and 45 felt that there was “little or no waste.” peop) 
Room for improvement a 
In their comments, respondents indicated many areas where the foreign aid ot 


program could be improved. 
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In some instance there was a call for a stronger sense of direction: 

“pficiency could be improved by stronger and clearer policy directives.” 
a, were frequent complaints of what might be termed “bureaucracy” : 

“foo much administration at all levels and too little field or grassroots work. 

y busy writing reports on what should be done, but much of this from 
wading earlier reports. More doers and fewer planners needed.” (Korea) 

“There are some excellent personnel in I. C. A. but their efforts are sometimes 
hampered by inefficient people. Inefficient in this case means people unprepared 
for their jobs or failure of others to adopt their thinking and actions to practical 
dtuations met in their work.” (Philippines) 

«# * * the personnel seem to be more interested in keeping their records 
straight rather than getting the equipment out to the people that can use it.” 

nD 
= many men doing too much paperwork and too little to show the locals.” 
(lebanon and Jordan) “If anything mission is overstaffed in administration 
gdunderstaffed in field technicians.” (Philippines) 

Instances of poor performances were cited : 

“It is generally reckoned that each foreign-aid dollar brings least result here, 
through lack of understanding on the part of I. C. A. planners and through sup- 
pyand distribution weaknesses leading to thefts and corruption.” (Korea) 

‘Basic commodities imported in unrealistic quantities with consequent spoil- 
age (flour, yeast, dairy products) * * * agricultural equipment badly needed 
butimported prematurely and allowed to deteriorate before use or people trained 
(tractors, graders, earthmovers).” (Vietnam) 

“The industrialization program, in particular, has been a dismal failure, due 
to incompetence on the one side and racketeering on the Korean side. In no 
ase has adequate planning and engineering assistance been provided.” (Korea) 

Now and then it was charged that the masses of people we are trying to help 
donot always benefit from our aid: 

‘Not enough projects which directly assist in raising the standard of living 
wPrecipient nations * * * the crying need. A few people appear to benefit but 
nt enough to make the projects appreciated by man in the street as their 
dilly struggle continues as hard as ever” (Europe). 

“Luxury items financed which do not really help economy but benefit only few 
in official circles (automobiles, radios, victrolas, hi-fi equipment)” (Vietnam). 

Failure to take into account the needs and peculiarities of each country and 
itspeople appears to be an important factor contributing to poor planning and 
waste : 

“A good example of poor planning is the milk plant built in the Cochamba Val- 
ly—an existing dairy already takes all of the available milk in the valley, so 
where is milk going to come from for the nice milk plant built by ICA?’ 
(Bolivia ) . 

‘It was interesting to hear * * * a story about a paper factory built with 
United States dollars which was to use a special wood available in Iran to 
hake paper. When the factory was completed, it was then found that there 
was not a sufficient supply of this wood to keep the factory running full time. 
Why not determine such things before factories are built?” (Iran). 

‘Military aid and some capital projects—power and cement—are sound. 
Otherwise emphasis is on complicated rather than simple industrial projects 
which the Koreans prove incapable of handling” (Korea). 


Lack of publicity scored 

A major failing of the aid program seems to be that it is not effectively ex- 
plained to the people of a foreign country. The majority of respondents agreed 
that the masses of people abroad have little, if any, idea of what aid comes from 
where : 

‘This is one of the biggest failings of our foreign aid program. With better 
mderstanding on the part of the people, our aid could be reduced and achieve the 
same goal” (I’'ar East and Southeast Asia). 

“One of the main deficiencies of all United States foreign aid programs has been 
acomplete lack of publicity so that the extent of our aid is not put across to the 
hople in the country” (Brazil). 

“Publicity through ICA periodicals is channeled to management personnel but 
they do not get to the mass of the people” (Philippines). 

“Little real understanding; considerable mistrust of our motives ; Communist- 
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fostered belief that the program is a wedge to obtain their unfair economic adygp. 
tages” (Brazil). 

“The absence of a well-thought-out program to inform the French people of the 
nature and extent of United States aid is deplorable” (France). 

“While United States aid to India is highly diversified, very little effort so fa, 
has been made to make the Indian people understand how well it has been woven 
into the fabric of their 5-year plans. Publicity supporting this aid is painfully 
inadequate” (India). 

One respondent placed our failure to explain ourselves and our motives in the 
following light: 

“Largely caused by lack of contact between ICA personnel and important log 
citizens. The tendency is for the ICA group to stay together like a small cop. 
munity rarely contacting the local population hence remaining insulated fro 
important sources of information affecting the economy of the country” ( Liberia), 

Similar comments were made by others: 

“They almost make it a point to recreate abroad the ‘Main Street atmosphere 
they left behind them. Just to one of their parties, anywhere in the world, ang 
you will only meet Americans who discuss apartments, servants, PX supplies and 
occasionally black-market operations” (France). 

All these statements indicate that there is more to foreign aid than just the 
amount of money that is spent. As one respondent remarked, “Some people are 
more successful with a stick of gum than others with a box of candy and bonquet 
of flowers.” 

On this point, respondents strongly emphasized the importance of understand. 
ing the culture and way of life of foreign peoples if our aid program is to achieve 
more effective and lasting results. 


KNOWLEDGE OF FOREIGN PEOPLES EMPHASIZED 


The questionnaire did not touch on the problem of getting along and com- 
municating with foreign peoples. Respondents pointed out, however, that much 
of the efficiency and waste that exists in the foreign aid program reyolyes 
around this problem, 

An understanding of foreign ways of life and methods of doing things was 
cited as important in order to work effectively with the local population : 

“Insufficient realization that methods normal elsewhere are unworkable in 
backward country unused to self-government” (Korea). 

“The main difficulty is to get along with native mentality—and this comes 
by experience” (Lebanon and Jordan). 

In commenting on the inefficiency of some ICA personnel, some respondents 
stressed that this may have nothing to do with their technical qualifications: 

“Rapid turnover with personnel not familiar with Latin American customs 
or language” (Chile). 

“At times personnel of the ICA appear not to be sufficiently qualified in that 
their experience is based altogether too much on practices in the United States 
which may not necessarily apply in a foreign country. Lack of knowledge of 
customs, manner of doing business, etc., hampers the efficiency of such per- 
sonnel” (Philippines). 

Other respondents indicated that the failure to publicize the aid program ef- 
fectively was in great measure related to an inability to communicate with 
other peoples because of their different languages, cultures, and views of 
life: 

“It seems that the publicity or public relations work for ICA * * * could be 
improved, not so much in intensity as in doing it more cleverly—too many top 
public relations people in ICA simply do not understand how to deal with 
skillful propaganda because they do not understand what kind of material 
Brazilians will readily take” (Brazil). 

Comments such as these suggest that if we are to explain our purposes and 
objectives to other peoples, this must be done in terms meaningful to them—in 
the context of their own experiences and culture. 


ENCOURAGEMENT OF PRIVATE ENTERPRISE 


Has foreign aid helped to stimulate private investment? One hundred and nine- 
teen businessmen said that our aid program has been of little or no help in this 
regard. Seventy-four thought that it had been of some help. Forty persols 
stated that it has been a good deal of help. Sixty-seven did not feel qualified to 
express an opinion on this point. 
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Respondents were asked to comment on the two aspects of the mutual security 
m—the investment-guaranty program and the Development Loan Fund— 
which were intended to create a climate favorable to the investment of private 

capital for economic development purposes abroad. { . 
The questionnaire revealed that 232 respondents had had no experience with 
jnvestment-guaranty program, and that 171 were not familiar with the Devel- 
t Loan Fund. Consequently, relatively few felt qualified to comment on 

these two programs. , 

Those who did have something to say generally thought that both programs were 
yorthwhile, and could stimulate private enterprise abroad. It was pointed out, 
however, that the effectiveness of both programs depended greatly on the coop- 
eration of the local government involved. 

It was strongly felt that the investment-guaranty program could be made more 
oom is perhaps the most productive phase of the foreign aid program and it is 
desirable to develop and extend it, for it definitely offers an incentive to foreign 
investors. However, at present it appears to be rather expensive” (Peru). : 

“The program as originally established only covered new investments or addi- 
tional investments by already existing entities. I feel it should cover already 
existing investments as well, when requested by such investment” (Brazil). 

The idea behind the Development Loan Fund produced a generally favorable 
Ppchdlogically, most people do not like outright charity, unless they just 
gnnot stand alone * * * The Development Loan Fund will lead to sounder 

ing since a responsibility is accepted” (Philippines). , 

“With competent screening of applicants by investment bankers and techni- 
cians * * * with local government cooperation, the project appears to afford 
proad opportunity for stimulation of private enterprise in India” (India). ‘ 

“The Development Loan Fund can stimulate private enterprise if the condi- 
tions to obtain loans are made concrete and made known to the general public” 
(Portugal). 


Need for oficial cooperation 

Respondents strongly emphasized the need for greater cooperation between 
private enterprise and the ICA abroad. Those from the Far East and South 
Rast Asia appeared particularly disturbed by the impression that ICA seemed 
chiefly concerned with setting foreign governments up in businesses which in 
the United States and Western Europe would be privately operated. 

Perhaps the best statement on this problem came from an American business- 
man with experience in Vietnam and Cambodia : 

“The first step toward stimulating private enterprise would be for ICA at 
local levels to begin stressing the importance of private enterprise in a full econ- 
oy (and to begin thinking in these terms themselves) * * * It remains 
basic * * * that private enterprises will receive no sympathy from the local 
governments despite ail new legislation, until and unless local ICA missions 
think less in terms of direct government-to-government aid and more in terms of 
doing all possible to encourage and stimulate existing business as well as to 
develop new business and industry. ICA locally has never gone on record as 
strongly supporting private enterprise or even in having more than a passing 
interest in it.” 

Stimulating private enterprise abroad 

Respondents were asked if they could suggest any specific ways to stimulate 
private enterprise. The major suggestions that were made in this regard in- 
duded: Reduction in United States taxation on business profits abroad, particu- 
larly on profits of subsidiary companies; concerted efforts to persuade local 
governments to ease restrictions on foreign investments ; long-term loans to local 
private enterprise instead of on a government-to-government basis: vigorous 
efforts to influence foreign governments in favor of private enterprise. 


THE QUESTIONNAIRE 


These are the 14 questions asked American businessmen who were in a posi- 
tion to observe the foreign aid program in operation: 
1, Is the general level of ICA administration in your country Efficient? 
Pairly efficient? __..____ Poor? __ _._ Comments 
2. Is the ICA mission Overstaffed? 
staffed? __ ee 
23578—5 8 —_—47 
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8. Do most ICA personnel appear qualified to handle their respective det 
Well qualified ? ________ Fairly well qualified? _______- Poorly qualified? ___ 
Comments _.--_--~- 

4. Do the economic aid programs—both in support of the military effort and 
for economic development—indicate sound planning in light of the needs of the 
country? Most do? —------- Some ‘@e?. “2. ..22. None do? 222064 Com. 
SRGTE.6 = 

5 Do the people, apart from local government officials, have any understa 
of how our foreign aid program is ee their country? Wide understanj. 


gees Few understand -_-___-- Practically none, except officials, unde. 
Otane Bote Comments _-_-_--- 

6. Has foreign aid been of practical assistance in stimulating private inyey. 
ment? Good deal of help __----~~ Some help __--___~ Little or no help ______ 


How? (describe briefly) _._.-_~- 

7. It has been asserted that in some countries there is too much needless wast 
in operation of the foreign aid program. In light of your observations, how doy 
this charge apply to the country on which you are reporting? Too much wast 
apenas Some waste, but not unreasonably so ____-_-- Little or no waste 
Comments —___--_-- 

8. Have you had any experience with the investment guaranty program) 
Beso. oo pre otek. Ja 

9. If your answer to the foregoing question is “Yes” will you comment briefly 
on this program’s benefits or deficiencies? ____ 

10. Are you familiar with the switch from straight economic assistance to the 
Development Loan Fund, as provided in the fiscal 1958 Mutual Security Act 
onesie TE ets waite 

11. If your answer to the above is “yes” please comment briefly on what you 
expect from this new approach, Can you suggest any specific ways to stimulate 


12. Do you disc ern any adverse change in the attitude of the people toward 
os United States since Soviet Russia’s well propagandized launching of the 
Catt Seruces: Tes No - Comments __--~- 

13. In light of these recent Soviet technological achievements, and the total 
impact of Soviet penetration—including economic and military aid, subversive 
activities and propaganda—should the size and scope of our foreign aid pro 


gram in the country on which you are reporting be: Expanded? —_----_- Held 
at about the same level? ~~~ ~- . Decreased? __._--_.-. Eliminated entirely? 
sienna Comments —___--—- 

14. What aspect of our foreign aid program—military or economic—should be 
emphasized? Stress the military _._.-__- Stress the economic _____--_ Present 
balance between military and economic is about right ____--. . Comments ~---..- 


The CHatRMAN. We will next hear from the American Fam 
Bureau. 
The witness is John C, Lynn. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, AMERI- 
CAN FARM BUREAU FEDERATION; ACCOMPANIED BY GEORGEJ. 
DIETZ, DIRECTOR, INTERNATIONAL AFFAIRS; AND HERBERTE 
HARRIS II, ASSISTANT DIRECTOR, INTERNATIONAL AFFAIRS 


Mr. Lynn. Mr. Chairman, I have here assisting me Mr. George J. 
Dietz, director of Intern: ational Affairs, and Mr. Herbert E. Har- 
ris, II, assistant director. 

I would like with your permission, sir, to file this statement for the 
record and make some brief comments. 

The Cuatrman. Yes, suppose you file the whole statement in the 
record and then comment on what you regard as things worthy ol 
special comment. 
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(The statement of Mr. Lynn is as follows :) 


graTeMENT OF JOHN ©. LYNN, LeeisLative Director; Georer J. Dietz, Director 
or INTERNATIONAL AFFAIRS ; AND HerBerT BH. Harris I1, AssistaANntT DIRECTOR, 
INTERNATIONAL AFFAIRS, AMERICAN FARM BUREAU FEDERATION 


The American Farm Bureau Federation appreciates this opportunity to pre- 
gent its views to this committee with regard to several aspects of the mutual 
security program, 

Farm Bureau supports in principle the mutual security program ; however, we 
believe that substantial savings can be made in the $3,900 million requested by 
the administration for this program. 

Last year we called to the attention of this committee that the mutual security 
authorization bill was tending toward legislation on an appropriation measure. 
We expressed the hope that the House Foreign Affairs Committee and the Senate 
Foreign Relations Committee would continue to carefully scrutinize these pro- 

At that time we had specific reference to the open-ended authorization 
proposed for the mutual security program. 

Farm Bureau requested, and we commend the Congress for, action which elim- 
jpated these open-ended authorizations. We are especially happy to see the 
request for fiscal 1959 return to the annual authorization bill which retains in 
Congress the opportunity to carefully weigh and analyze the level of expenditure 
and the effectiveness of the mutual security program. 

Farm Bureau 1958 policies directly relating to this matter state: 

“The mutual security program represents an effort to unite the nations of the 
free world as partners in the struggle for a lasting peace. We should continue to 
stand ready to Support constructive assistance to (1) friendly countries that 
show a willingness to use such assistance properly and (2) peoples in other 
areas of the world who are striving to obtain their freedom, provided such 
assistance will help them gain their freedom and not perpetuate their slavery. 
Programs should be designed to assist in the development of projects that will 
make a lasting contribution to the economy of the cooperating country. 

“Proper safeguards should be taken (1) to avoid waste and the disruptive 
effects of projects not geared to the economies of cooperating nations and (2) to 
prevent the initiation of projects which encourage socialism and stifle free 
enterprise. 

“Assistance to underdeveloped countries must emphasize those political and 
economic principles which foster individual initiative in our country. 

"We recognize that the total cost of this program is but a small fraction 
of the expenditures which would be necessary should we fail in our effort to 
secure lasting world peace. Nevertheless, economy is essential. We, there- 
fore, support this program to the extent that it is directed toward the effective 
achievement of its primary purpose. 

“Eeonomie aid should emphasize loans rather than grants. It should be 
made clear that public loans are limited and that such loans are an unsatisfac- 
tory substitute for private investment. Loans under this program should be 
made only where it has been demonstrated clearly that financing is not available 
through private investment, the World Bank, the International Finance Cor- 
poration, or the United States Export-Import Bank. Nations which are recipi- 
ents of economic aid should establish conditions which encourage private invest- 
ment in industry and commerce.” 

For several years Farm Bureau has presented annually to this committee a 
very detailed and comprehensive statement regarding the mutual-security pro- 
gram. Each year we have made concrete recommendations to the committee 
that we thought would be helpful in improving this program. Our statement 
this year will be brief; however, we are including specific recommendations for 
further improvement in the program. We are suggesting a total appropri- 
ation of $3,102 million. This is a reduction of $839,500,000 from the request 
made by the administration. 

We believe that there could be a better utilization of the funds accumulating 
aa result of the Public Law 480 program (the Agricultural Trade Development 
and Assistance Act). According to our best information there is approximately 
$1400 million in foreign currencies accumulated for economic aid under this 
program. In determining the level of economic aid, it should be borne in mind 
that these funds are available for loans and, where possible, the mutual 
security dollar appropriations should be decreased accordingly. 
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We commend the Congress for giving added emphasis to loans rather 
direct economic aid. It seems to us that there is little need for direct 
aid except in unusual circumstances, since, in addition to the foreign 
cies available under Public Law 480, we have such institutions as the World 
Bank, the United States Export-Import Bank, and the Internationa] 
Corporation and private sources of credit. These facilities are not be 
utilized. This will continue to be true so long as United States policy ig to hold 
out the hope for direct aid to these countries. 

The American Farm Bureau Federation vigorously supported the estabiig, 
ment of the International Finance Corporation. This Corporation, created jn 
1955, with available capital of some $100 million, is not being fully utilized, For 
example, we understand that the total loans made to date by the IFG total 
approximately $7 million. 

The United States should encourage the full utilization of these ] 
agencies. By so doing, we can substantially reduce the necessity for continued 
grants and loans from the Development Fund and other sources under the 
mutual security program. 

MILITARY ASSISTANCE 


Farm Bureau 1958 policies state: “Military aid should assist our allies t 
build their own defense resources and thereby reduce their dependence on th 
United States for military goods.” 

Administration request, $1,800 million; Farm Bureau recommends, $150) 
million. We understand that there will be a carryover of at least $3,400 million 
in funds for military assistance at the end of fiscal year 1958. We also unde. 
stand that it is planned to reduce this carryover to $3 billion by the end of 
fiscal year 1959. 

The United States has invested a great deal of money in the military-assistangs 
program. It might be well at this time for the Congress to review thoroughly the 
uses made of these funds. A thorough review of this item would be very timely, 
In view of the reduction of carryover, the military-assistance program, in our 
opinion, can be maintained at proper level with approximately $1,500 million new 
appropriation. This is a reduction of $300 million from the budget request. 


DEFENSE SUPPORT 


The administration’s request for $835 million for defense support seems exces- 
sive. We believe that the amount could be reduced. We feel confident that the 
appropriation should not be larger than this fiscal year’s appropriation which is 
$725 million. 

We would like to call especial attention to the members of this committee to 
House Report No. 1374 of the Committee on Government Operations. This report, 
dated February 22, 1958, makes a thorough review of the use of defense-sup 
port funds for economic and political purposes. We concur in many of the con- 
clusions of this report. 

We understand that almost three-fourths of funds under the defense support 
are used in South Korea, Formosa, Vietnam, and Turkey. We recognize the 
necessity for the United States to assist in maintaining strong defensive forces 
in these areas. However, it is a grave responsibility when the United States 
attempts to virtually adopt these and other countries. Every effort should be 
made for the United States to assist these economics in being able to take over 
at a more rapid rate the responsibility for their defense. We believe in the 
principle that it is in the best interest of our mutual security to help these and 
other countries attain true independence, both political and economic. We will 
retard such growth and development if they become overdependent on the United 
States for direct aid. 

DEVELOPMENT LOAN FUND 


Three hundred million dollars was appropriated for the Development Loan 
Fund for fiscal year 1958. It has been estimated that not more than $200 million 
will have been obligated by the end of fiscal year 1958 and that $225 million will 
remain unobligated at the end of fiscal year 1959. It seems doubtful that loans 
under the Fund can be judiciously increased to a level evceeding $625 million in 
a year’s time. 

Farm Bureau recommends, therefore, that the appropriation for the Develop 
ment Loan Fund be approved at a level of $400 million which would take into 
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account the $225 million carryover and should allow the operation of the Fund at 


a satistfactory level. . 
This will mean a savings of $225 million in the mutual security appropriation. 


BILATERAL TECHNICAL COOPERATION (POINT 4 PROGRAM) 


Farm Bureau 1958 policies states: “Technical assistance should be continued 

gs an important part of our foreign policy. The primary objective of this pro- 

should be to aid underdeveloped countries to develop their manpower and 

] resources and expand their production and commerce through improved 

technology and practices rather than by loans or grants. Maximum emphasis 

should be on the development of industries which complement national economies 
nther than on agricultural development.” 

The budget request is for $142 million for the United States-technical assistance 

m. The Farm Bureau believes that the alliances of the free world can be 
tly strengthened through the exchange of American “know-how” and “show- 
pow.” However, we believe that the request for $142 million is excessive. 

The total amount of money being spent in the United States from Federal, 
State, and local funds for all vocational education in 1957 was approximately 
$189 million. The total funds Federal, State, and local, provided for the 48 
States, Alaska, Hawaii, and Puerto Rico for agricultural extension work in 1957 
was about $118,900,000. The point we would like to emphasize is that we want 
to make sure that this money is not being used for economic aid but is truly being 
utilized for the payment of salaries and expenses of personnel, technically trained 
to do this job. 

In supporting the budget request for this item, we hope that the committee 
will give detailed study to this program with the view of gradually reducing 
the United States appropriation and substituting a greater utilization of the 
local currencies that are accumulating at a very rapid rate under Public Law 
480. 


SPECIAL ASSISTANCE AND CONTINGENCY FUND 


We recognize that there is some justification for the President of the United 
States to have money available that can be used for emergencies such as natural 
disasters abroad. However, we are sure that there are funds available in other 
departments of the Government that could be used for this purpose should the 
need arise. We believe that Congress would support supplemental appropria- 
tions to fulfill unforeseen needs that might arise. In addition, the President has 
authority to transfer some amounts from one budget category to another. 

Title II of Public Law 480 provides $500 million of authorization which can 
be used by the President for these types of emergencies. We would, therefore, 
teeommend that the authorization for special assistance and contingency fund 
infiscal year 1959 be reduced by $200 million. 


SECTION 402 


The mutual security program should be administered so as to make use of our 
agricultural surpluses wherever they can be utilized for the furtherance of the 


program. 
MULTILATERAL TECHNICAL COOPERATION 


The American Farm Bureau Federation has had grave concern for some time 
tbout the SUNFED (Special United Nations Fund for Economic Development) 
proposal which has received so much support in the United Nations from the 
Soviet bloc, during the past few years. We understand that the SUNFED idea 
has been shelved temporarily. We urge this committee to watch closely efforts 
toaccomplish this program or a similar program through other mechanisms. 

We recommend that the new expanded technical assistance program (ETAP) 
proposal recently made by the United States at the United Nations, be kept 
separate from the existing ETAP program. Farm Bureau has been informed that 
the United States intends to keep this development program separate. 

We reiterate our position that the regular ETAP program be reduced to 33% 
percent. Under the present law this will occur in calendar year 1960. The 
limitation of 38 percent for 1959 should be adhered to. 

Administration request, $21,500,000. Farm Bureau recommends, $17 million. 
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FOOD AND AGRICULTURE ORGANIZATION 


The continued expansion and centralization of the technical assistance py. 
gram in the United Nations tends to weaken the effectiveness of FAO, We ar 
somewhat concerned that the United States complement working in FAQ has 
continued to decline. We believe it important for United States personnel 4 
continue to be a part of this program. We believe that FAO needs the leade. 
ship that can be furnished by well qualified United States personne], We 
would suggest that this committee might wish to direct a special study, aime 
at finding a solution to this problem. 


RECIPROCAL TRADE AGREEMENTS ACT 


The extension of the Reciprocal Trade Agreements Act for 5 years ag ig eg. 
tained in H. R, 10368 will mean more in the long run in strengthening our mutyg 
security than continued emphasis on assistance through the mutual security 
program. Farm Bureau is recommending a 5-year extension of the Reciprocal 
Trade Agreements Act, with final authority resting with the President. A yigop. 
ously administered reciprocal trade agreements program, designed to increage jp. 
ternational trade, will greatly lessen the need for continued foreign aid programs 
We believe the act is a very important part of our total foreign policy. 
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Bilateral technical cooperation 142.0 an rs ceil 
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1 In addition we recommend the maximum use of local currency funds acquired through Publie Law 4. 





MORE TIME FOR CITIZEN GROUPS RECOMMENDED 
Mr. Lynn. May I make a comment, sir, before I start dealing with 
this statement, and this is with all due respect. We have a tremendous 
respect, sir, for you and for this committee, but as we appear year after 
year before this committee on this particular program it sometimes 
seems that we tend to become a number rather than the largest farm 
organization in the United States. We would strongly recommend 
to this committee that it give more time to citizens groups for present- 
ing testimony before the committee on this very important subject. 

The Cuarrman. It is entirely up to these citizens groups whether 
they apply for permission to speak. 

Mr. Cras We mean to respectfully suggest, sir, that we may need 
more than 10 minutes if we are to do an adequate job. 

The Cuarman. There is a limit to the time we can give to this mat- 
ter. There must be very few committees that have given a larger num 
ber of hours of attention. 

Mr. Lynn. I know you do, sir, and I make this statement very re 
luctantly, and with the belief that it may be of help to the committee 
in considering this program. 
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The CHairMAN. In other words, you must go to the fundamental 
fact that the Congress is overworked. 

Mr. Lynn. I agree, sir. 

The CuHairMAN. I don’t think any union would stand it. 

Mr. Lynn. As important a matter as mutual security is, it is im- 

rtant to obtain better understanding among citizens. If the oppor- 
tunity to present the views of citizen groups is severely restricted, the 

am will not be understood. Misunderstanding of the program 
may be the reason that the President felt it necessary to hire a public 
mations man to publicize the program. 

The CuaiRMAN. The question is whether that is not inevitable with 
thisprogram and these wide interests in it. 

Mr.Lynn. Yes, sir. 

Senator A1KkEN. I might say, Mr. Chairman, that if the program is 
put across, I am not so sure it will be the result of hiring a high-pow- 
ered public relations man to do it. 

Mr. Lynn. We agree, sir, it has to be done by citizen groups I think, 
sir, such as the Farm Bureau. 

The Cuairman. I think any practical suggestions that they make 
will all be considered, and those that are practical will be adopted. 

Mr. Lynn. Thank you very much, sir. I appreciate that. 


SPECIFIC RECOMMENDATIONS 


We have made specific recommendations with regard to this program 
and recommend a reduction of $839,500,000. We believe that this much 
can be reduced without impairing the effectiveness of the program. 
We have made these recommendations on specific items throughout 
the bill. 

We have supported the basic concepts of the mutual security pro- 
gram, and we are particularly happy to see the Congress give em- 
phasis to loans rather than to grant aid. 

On page 2, sir, we state our belief that a better utilization can be 
made of foreign currency generated under Public Law 480. 

We recommend for military assistance $1,500 million. We believe 
the $3 billion carryover will provide sufficient lead time for the United 
States to meet its commitments. 

In regard to the defense support, we recommend the same amount 
as was appropriated last year, which is $725 million. This peprena 
4 $110 million savings. I am sure that this committee is familiar 
with House Report No. 1394 of the Committee on Government Opera- 
tions which deals with the defense support item of this mutual se- 
curity program. There are several points made in this report that I 
think are very worthwhile and many points on which we concur. We 
believe that $725 million is sufficient for defense support. 

In the Development Loan Fund $300 million was appropriated last 
es It has been estimated that not more than $200 million will have 

n obligated by the end of the fiscal year 1958 and that $225 million 


will remain unobligated at the end of fiscal year 1959. 

We are recommending that the program take into account the un- 
obligated funds and that only those funds be appropriated which 
will be committed in the next fiscal year. 
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With regard to the bilateral technical assistance program, we }y. 
lieve $142 million may be excessive. However, we are not mak 
any recommendations for its reduction. We call your attention » 
the comparison of this amount of money with some of our domes 
programs. 

The Cuairman. Excuse my asking a question, but why do you say 
you think it is excessive but you don’t make any objection to it? 

Mr. Lynn. We think it is excessive because we feel that a part of 
the 142 million is being used for economic aid and not technical gg. 
sistance, the know-how and show-how as we define technical assistang 
and as it is defined in this act. 

The CHarrman. Then it is a fault you find with the definition of 
technical assistance. 

Mr. Lynn. The definition of technical assistance that is common] 
accepted as “know-how and show-how,” doesn’t include grant economic 
aid. 

The Cuairrman. What word would you suggest substituting for it! 

Mr. Lynn. It is perfectly all right to use the term “technical aggigt. 
ance,” but let’s also admjnister the program in that manner. It should 
not be simply another way of getting economic grant aid. That is 
the point we are making, sir. 

The CuatrMan. The question is how far we have to go in defining 
these words in this report. 

Mr. Lynn. We call your attention to the fact that the funds rm 
quested for technical assistance are approaching the total amount of 
money being spent in the United States for all vocational education, 
and more money than is being spent in the whole United States for al] 
of the agricultural extension program. If you divide the number of 
people in the technical assistance program, both here and overseas into 
the total amount of money, a tremendous sum per person is indicated— 
apparently far more than is being paid in salary and expenses. 

The special assistance and contingency fund. We believe this can 
be reduced by $200 million if consideration is given to the faet that 
Title II of Public Law 480, provides $500 million that can be used in 
connection with this kind of emergency. 

We call your attention on page 6, sir, to our continued objection to 
ideas such as the SUNFED proposal. We will continue to be opposed 
to them. 

On page 7 with regard to the U. N. expanded technical assistance 
program we recommend that our share of this program be limited to 
follow the contribution that was prescribed in the act by the Congress 
last year. This will reduce it to 3314 percent by 1960. 

The CHamman. You mean reduce it to $200 million ? 

Mr. Lynn. That is right. We would recommend $17 million rather 
than $21.5 million. The Congress last year, as you will remember, 
sir, prescribed a decreasing share that the United States would pay. 
We hope that this will be followed. Finally we call your attention to 
the Reciprocal Trade Agreements Act which we think will mean 
great deal more to our mutual security in the long run than continued 
grant aid. 

Mr. Chairman, this briefly summarizes the high points of our state- 
ment. We deeply appreciate this opportunity to present it. 
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The CuatrMAN. Are there any questions? If not, thank you very 


uch. 
in. Paul Branshard, representing the Unitarian Fellowship for 
Social Justice. She is absent. 
Next is Prof. David McCord Wright of McGill University. I am 
tosee you, Mr. Wright. 
You may proceed in your own way. 


SfATEMENT OF DAVID McCORD WRIGHT, PROFESSOR OF ECONOMICS 
AND POLITICAL SCIENCE, McGILL UNIVERSITY 


Mr. Wricut. I am sorry that much of the supporting data has not 
cme on time. It was mailed in Montreal on Thursday but it did not 
rach you. It has not come down here. A number of letters to 
Senators have not gotten here either, but that is part of the fortunes 
of war. 

The CrArrMAN. I have no doubt you will represent them ably. 

Mr. Wricur. I am David McCord Wright, of McGill University, 
American citizen, formerly professor of economics and lecturer in law 
at the University of Virginia. In 1953-54 I served as Fulbright 
fellow in Oxford. I also served as Rockefeller fellow investigating 
European labor relations in the summer-—fall of 1954, and as a lecturer 
forthe State Department in France and Germany, May and June 1956. 
Ihave, in addition, given lectures in Sweden and Norway and at vari- 
ous English universities. I should like to submit the following very 
condensed statement : 

Mutual security appropriations are only part of a general pattern 
ofstrategy. If the other pieces don’t fit, large scale foreign aid will 
not merely be useless, but can actually harm our position instead of 
helping it. Yet I can’t help feeling that the almost frantic enthusiasm 
sme people have for foreign aid may be due to an idea, often uncon- 
sious, that if we just pass out a lot of money we can excuse ourselves 
from the painful and grim job of thinking, and of hammering out 
@herent general policy. This idea is about on a par with trying to 
fight a large scale battle by remembering, say, only the artillery and 
forgetting everything else. 


THE BATTLE FOR WORLD OPINION 


The battle for world opinion is, nevertheless, grim enough and 
fing heavily against us. An article in the forthcoming issue of the 
ontrealer, separately submitted, gives my assessment of the overall 
ture. It is not a pretty one. Because I have held jobs outside the 
nited States (though frequently returning) for the last 4 years, it 
may be that I feel the rising tide of anti-Americanism more keenly 
than those who merely read it in the papers. Let us not kid ourselves. 
We are slowly losing the confidence and respect of the world. What 
an we do? 

Not merely pass out money. 

Giving a man money which he believes ought to belong to him 
anyhow will not make him like or respect you. 

Not just build up armed strength. 

The strongest army cannot maintain itself if civilian morale and 
themorale of its allies is crumbling. 
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The problem has also a third and fourth dimension. They gy. 
Persuading the rest of the world that our civilization, not Russi 
offers the greatest hope; and acting in such a way, economically gn 
politically as to bear out our claims. I stress the acting, for foreigner 
are quick to detect inconsistency and hypocrisy. Foreign aid hag ty 
fit into this pattern. If it doesn’t it is useless. 

Let us begin with persuasion. To persuade a man you begin by 
finding out what he wants. Two things, it is well to known, ar 
overwhelmingly wished today (1) “rising living standards” (2) qj. 
mocracy.” Our job then is to persuade people that there is a greater 
hope of reaching these aims by going along with us than with the 
Russians. Yet mere bribery won’t do the job. What foreigney 
want is not just charity but dignity and independence. On the othe 
hand, it is not very persuasive just to charge around the world saying 
“be like me” or mouthing slogans which, however dear to us, mea 
nothing to others. 

Fortunately there is another way available: That is the objeetiye 
scientific analysis of the requirements for economic growth and for 
successful democracy. Here we encounter both a problem and a 
opportunity. The fact is that a large part of the world today is 
trying to achieve economic development in a set of values which make 
development—certainly democratic development—almost. impossible 
And here I am referring not to the Communists but to the non 
Communist and to many of our own non-Communist intellectuals 
Time forces me merely to state principles in the hope that com- 
mittee questioning will fill up gaps. 

Growth comes through change and causes change. The mere fact 
of expansion means continuing changes both in the pattern of people's 
wants and in the pattern of production. 

What we need more than anything else, therefore, is adaptability 
and energy which is willing to risk change. Without that spin 
of adaptability and energy and those social and political require 
ments, mere aid and mere planning will not give growth. We ar 
too mechancial in our approach. 

Growth also requires the introduction of new ideas. It also needs 
the provision of more equipment, tools, and plant—by not consuming 
or by borrowing. All these things imply, even in the centrally 
planned state, a great deal of risk and uncertainty. Thus growth 
also needs incentives of some sort to get people to risk and to bear 
uncertainty. We will see in a moment the relation of all this to 
social standards and to foreign aid. 

Turn now to “democracy.” Our thinking is perpetually confused 
by treating elective government as if it were an automatic cure for 
all problems instead of being what it is, an additional problem in 
itself. Democracy is not just holding elections. You get successful 
democracy when, in the framework of elections, the voters act tol- 
erantly and justly. Democracy does not just mean that whatever the 
51 percent want at the moment should immediately be done. 

If democracy were only majority rule, what could be more demo 
cratic than a lynching? Democracy also does not just mean tur- 
ing things over unreservedly to a wise party or wise ruler. That 
is platonic Caesarism, I am being desperately brief. 
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But the ideology of much of the educated non-Communist world 
today interprets economic and political democracy and the good so- 
dety a8 follows: (1) Literally equal money income or as near to it 
as you can get, (2) not just wage but job security—that is, nobody 
ever has to alter the type of work he is doing, (3) “Peace and quiet” 
rather than effort or ambition, (4) and grandiose centralized plan- 
ning and coordination rather than plural risk bearing. 

On the political side it is frequently supposed that mere universal 
suffrage will automatically bring about justice, dignity, peace, wis- 
dom, and plenty for the people of backward countries. Whereas ex- 

rience amply shows that the “democracy” of an untrained mass 

lops into war, despotism, poverty, and oppression. The universal 
suffrage of most of the English speaking world is the product of 800 
years, at least, of slow development and training. We are sometimes 
now trying to compress this process into 15 years. 


RELATIONSHIP TO FOREIGN AID AND FOREIGN INFORMATION 


What is the relation of all this to foreign aid and to our foreign 
information work? Immediately a problem is posed. Do we do best 
by catering to the mistaken ideology I have outlined, even though it is 
mistaken, or do we do better to go back to the still more fundamental 
aims of the undeveloped countries and show how they are missing the 
path to reaching them ¢ 

There is such a thing as winning the battles but losing a war. There 
may be short-run gains by appealing to the mistaken attitudes I have 
sketched. But since the United States is not really a country of cen- 
tralized, economically equal stagnation, or of unrestrained mob democ- 
racy, the attempt to make it seem so will, over the long pull, be uncon- 
vincng. I am overstating, of course, in order to bring out essentials. 
Nor will countries that follow the philosophy indicated ever get long- 
range economic growth. 

What I propose is that instead of catering to mistaken ideas—for 
instance, trying to show that we are becoming more equal in income 
structure, which is a good thing, but the basic point we need to make 
is why the United States is not and never can be a country of entire 
income equality—we show the rationale of our own historic values, 
which happen also to be those needed for successful growth and democ- 
racy in any system. Thus we do not need even to label them as “ours.” 
We can put the problem and its answer before the world in objective 
terms. 

Thus economic democracy is not literal equality of income but a fair 
chance. Growth requires not universal job security, but willingness 
toadopt new methods and so on. I refer the committee to my article 
in Fortune, February 1957, The Open Secret of Economic Growth. 

In the same way we do far more for the long-range good of the 
world in appealing to and teaching a mature and understanding appre- 
ciation of what democracy means than in implying that universal 
elections in an untrained primitive population will automatically 
make them better off. May I refer to my Democracy and Progress, 
Macmillan, 1948. 

Foreign aid in the culture atmosphere, and under the system of 
heavy grandiose central planning, advocated not merely abroad but to 
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a degree by some United States experts also, will not give us good yj] 
nor will it give the recipients economic growth. And information 
programs which accept the preconceptions of a mistaken economic 
and political attitude will, over the long pull, be equally ineffective, 

I turn now to our own acts. When a man is rich, constantly 
watched and envied—and that is the position of the United States 
today—it is not enough to be as good as his neighbor. He would dg 
well to try to behave better. What I mean is that it is not enough to 
preach the virtues of the mobile growing economy. One must algo 
practice them. This involves some embarrassment. 

In the early nineteen thirties the United States, inexperienced jn 
world leadership, allowed its national income to be cut in half while 
raising its tariff on foreign imports. We thereby ruined a large par 
of Europe and precipitated the world convulsion which is still cop. 
tinuing. 

Will we do it again? That is the question now being asked all over 
the world. In an earlier appearance before the Joint Committee on 
Economic Growth I warned of the dangers of inflation. They are 
still there. But for the moment the opposite danger, that of depres. 
sion, is present. I hope we can avoid drastic action. But it is abgo- 
lutely essential to the future of the free world that the United States 
not permit a massive decline of economic activity. Nothing we could 
do would help Russia more. 

Again on tariffs, quotas, and protection generally—a great world 
creditor nation simply cannot be a protectionist one. If she is, she 
will bankrupt all her debtors. The English found that out relue- 
tantly in the 1820’s. We will have to come to that also. And how on 
earth can we go abroad sanctimoniously preaching the virtues of com- 
petitive adjustment and “letting the best man win” if we slam the 
door in his face when he happens to be a foreigner. 

Propaganda is nice but performance is better. That other people 
are just as inconsistent as we, makes no difference. Other people are 
not in the position of leadership that we are, or the object of such 
hostility. 

One final point I do want to make. Everywhere I read talk now 
about American self-righteousness or intolerance. Of course a lot 
of this is started in bad faith as a deliberate smear. But I think 
it is important to stress that while we believe in our own system and 
consider certain facts to be true we are not seeking to impose our sys- 
tem on anyone else. We are the foe of no country that desires to ex- 
periment in its own backyard. We are the bitter foe of any country 
attempting to impose an all-embracing dogmatism. 

The basic idea of the American political tradition is that men of 
good faith will, nevertheless, disagree. Peace, therefore, is reached 
when people agree to disagree. The Russian idea on the other hands, 
peace is reached when everybody agrees with him. It is they who are 
the dogmatists. 

The Cuamman. Thank you very much. There is a great deal of 
argument there that I suppose would make a good subject for a de- 
bating society. A great many of your statements I think would, but 
we haven’t the opportunity here this afternoon in this committee to 
debate them. 
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AID MUST BE ACCOMPANIED BY INTELLIGENT POLICIES 


Mr, Wricut. My point is that unless the aid is accompanied by in- 
ielligent. policies, it can backfire just_as much as otherwise, and that 
we need to consider more the basic requirements of economic growth 
which are a lot more complicated and deep seated than mere giving 
investment or capital. A_ lot of my fellow economists think that just 
handing out money is all that is necessary, but it is much more than 
that, We need to teach people the requirements of energy and adap- 
ability, and a lot of them really don’t want growth if they realize 
what a disturbing thing it is going to be. 

The CuairMAN. Are you pointing to any countries in history which 
ilustrate your point ? 

Mr. Wricut. There are many cases in history in which that has 
happened. In South America there have been many attempts where 
you start off with grandiose projects by a dictator. He draws up a 
plan, he builds some more plants or is more likely to begin with a 
palace than a factory. They get about halfway through and you 
get an. inflation and you get a revolution and then the whole thing 
relapses back into nothing at all, so that the thing that gives con- 
tinued development is grassroots movements from the people who well 
wish to. 

The CuarrMan. You have raised a good many questions which the 
committee will be very glad to consider and should. I don’t know 
whether we can find a solution. That is another matter. We are hu- 
man also. 

Mr. Wricut. Thank you very much. 

The Cuarrman. The next witness is Mr. G. K. Papazoglidis of 
Chicago. 


STATEMENT OF G. K. PAPAZOGLIDIS, CHICAGO, ILL. 


Mr. Parazocuivis. Mr. Chairman, I am here to—— 

The Cuarrman. Are you an American citizen ? 

Mr. Parazocuinis. Fifty years. 

The Cuarrman. I have been handed here a pamphlet to which 
your name is attached. 

Mr. Parazocuipis. Yes, sir. This is a letter that I sent to our Presi- 
dent, August 15, 1957, but which is very much applicable today. 

The Coarrman. Are you referring to it in your testimony ? 

Mr. Parazocuinis. I am referring to foreign aid. My remarks will 
refer to the foreign aid program. 


ALLEGATIONS OF WASTE 


Mr. Chairman and members of the committee, I am here to testify 
for the foreign aid program, and with my remarks I propose to prove 
that at least 80 percent of the foreign aid is money wasted, and I will 
prove who are the wasters. 

That two-thirds of the foreign aid appropriations since the expira- 
tion of the Marshall plan is money wasted because the recipient na- 
tions do not use that money for the purpose for which they receive it. 

That the State Department’s demands for $3 or $4 billion for eco- 
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nomic and military foreign aid every year is unnecessary by at legg 
80 percent. 

r. Chairman, let us start with France. France did not and cong 
not use any of the foreign aid money or military equipment for the 
purpose for which she received it because she squandered it fighting 
a useless war in Indochina for 71% years. 

The Cuamman. Excuse my interrupting you. Are you giving noy 
a summary of this pamphlet? 

Mr. Papazociipis. Part of it because of the time allotted me, 

The Cuamrman. We have the pamphlet here so I did not want you 
to take the limited time to repeat it. 

Mr. Papazoeiipis. Yes. I am only going to take my allotted time, 

The CHamman. Do you want to put that in as part of your 
testimony ? 

Mr. Papazoauints. Yes, sir. 

The Cuarrman. Go ahead. 

Mr. Papazocuipis. Shall I start with France again? 

The Cuarrman. Go ahead. 

Mr. Papazoa.ivts. For the last 3 years she has been fighting and 
killing Algerians because they (Algerians) asked to be free. Even 
the French Government is surprised at our generosity because the 
French Minister of Finance, who is Premier today, Felix Gaillard, 
warned his cabinet colleagues, telling them, “Don’t count on Unele 
Sam to be Santa Claus forever.” 

I believe our Government, Mr. Chairman, does irreparable damage 
to France and to ourselves by giving assistance, encouraging her to 
fight wars she never hopes to win. She lost Indochina and I am right 
here to tell you if we all live 3 years from today Algeria will be free 
and all the billions and the men will be wasted. 

Second, Formosa. Now what does our Government hope to gain 
in supporting the National Government of Formosa? Chiang Kai- 
shek told the world that his leadership was faulty and yet our Govern- 
ment blindly supports that leadership at the expense of millions of 
dollars of taxpayers’ money. Mr. Chairman, the only solution to the 
Formosa problem will be as I stated in my previous letter to you in 
May 1957. Abolish the National Government and set up a local 
eevee under our protectorate thus saving millions of dollars 

or the support of a Chinese National Government. Now all economic 
aid that the Chiang Kai-shek government receives from us is money 
wasted and not for the benefit of our national security. 

Yugoslavia—Tito is an avowed Communist. Once a Communist, 
always a Communist. If by any remote chance we go to war with 
Russia you will find Tito standing side by side with his old comrades 
against us. Therefore, all economic and military aid we have been 
giving to Tito is money wasted and not for the benefit of our national 
security. 

Germany and Japan are the cause of all the hell that is going on 
in the world today, receive from us in foreign aid the staggering sum 
of $6,359 million, and for all these billions Germany unwillingly 
will provide 5 divisions for NATO’s defense and Japan reluctantly 
will allow us to have some airbases on her soil. 

Mr. Chairman, because of our aid, West Germany today is the most 
prosperous nation in Europe, and Japan for the same reasons is the 
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most prosperous nation in the Far East. These two nations, Mr. 
Chairman, are able to provide for their own defense without. further 
assistance from us. Neither Germany nor Japan are our friends by 
choice, only by necessity. 

Mr. Chairman, I can go on and enumerate all the nations that are 
receiving economic and military assistance from us and I will prove 
to you that at least 80 percent of those nations receiving that aid use 
it for other purposes than that for which it is intended. The nations 
that value their freedom provide for its defense and those who do not, 
forfeit the right to be free. That has been proven during the history 
of the world and particularly the last 15 years. If our Government, 
Mr. Chairman, continues this reckless and unwise so-called foreign 
aid, I’m afraid the economic structure of our Nation will collapse 
and if that should happen, God help us all. And how the Commies 
would lick their chops to feel that they have compelled us to spend 
ourselves into bankruptcy. The only assistance we could offer to the 
nations in need is technical aid, and food, with which God has blessed 
usin abundance. 

Mr. Chairman, here are three nations who are contradicting the 
erroneous idea of our State Department that we must spend billions 
of dollars every year to prevent the spreading of communism. These 
three nations have been abused in the past by the West. 

Their resources are poor, their economies are poor, and their mili- 
tary equipment is poor, but they are proud of their independence and 
freedom and with their meager armament and finances they have 
succeeded to suppress communism in their respective countries. 

Jordan : Under the leadership of the youthful but mature in mind 
andable King Hussein. 

Egypt: Under the able leadership of President Gamel Abdel Nas- 
er. Although he receives armament from Communists, he not only 
rmains independent but he has suppressed the Communist Party in 
his country. 

Tunisia: Under the able leadership of President Habid Bourguiba. 

Mr. Chairman, because of the above-described undeniable facts I 
believe it is a reckless gamble for Congress to appropriate these huge 
sums for foreign aid, and it is cruel and criminal of our Government 
to tax its people to the point of confiscation only to waste these 
billions of dollars all over the world in a pretext that it is for our own 
security. 

STATE DEPARTMENT AID REQUESTS 


Mr, Chairman, now let us see why the State Department demands 
aid receives these billions for foreign aid is because the State Depart- 
ment wants these billions of dollars to be their spokesmen. 

In other words, what the personnel of the State Department from 
Mr. Dulles on down cannot do because of their lack of knowledge 
of foreign affairs, they want the billions to do for them. 

Mr. Chairman, let us start with your Secretary of State, Mr. John 
Foster Dulles, the man who you think is the best Secretary of State 
nr Government ever had. Personally, I believe Mr. Dulles is ex- 
actly the opposite, and I will prove it to you. 

About a year and a half ago, as you well know, Mr. Dulles almost 
set the world afire and started a third world war by denying the 
Egyptian Government a loan he promised to give them in order to 
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prove to the world and convince himself that the Russian Govern. 
ment consists of people who do not keep their promises. Well, My 
Chairman, Mr. Dulles did not have to do that, because the Russians 
themselves for the last 30 years have proven to the world that neithe, 
their promises nor guaranties were worth the paper they were writtey 
on. If Mr. Dulles didn’t know that after dealing with them all thes 
years, then he must be very naive. 

Mr. Chairman, do you remember the Canal Users Association} 
That was the pet project of your Secretary, Mr. Dulles, and the ont. 
come of that project is well known to the world. In order to cove 
up the blundering way he was handling that situation, Mr. Dulles 
persuaded Congress to pass the Middle Kast resolution, and to make 
it popular with the American public. 


EISENHOWER DOCTRINE 


He names it the Eisenhower doctrine. The Eisenhower doctrine 
Mr. Chairman, is nothing more than a blanket to cover u the 
blunders of John Foster Dulles, and what made it look more ridicy- 
lous was the sending of Mr. James Richards (a fine and able man in 
domestic affairs, I had some experience with him during the rent- 
control period) to go from capital to capital in the Middle East to 
beg the governments of those countries to accept a bribe so they could 
be our friends. 

Mr. Chairman, all the trouble we have and will continue to have in 
the Middle East is due to Mr. Dulles’ blundering. That is the truth 
and no amount of explanation from any source can shift the blame 
to anyone else. 

Right here let me say a word about our former Secretary of De 
fense, who I believe permitted our country to be humiliated through 
lack of knowledge or whatever you want to call it. 

Mr. Chairman, the Secretary of Defense, Mr. Charles Wilson, who 
holds the third highest position in our Government, is a man whose 
entire life is wrapped up in automobiles and he knows nothing else 
but automobiles. You made him Secretary of Defense, which is 
one of the most complicated positions in our Government, because 
he has to deal with three tough branches of our armed services. He 
has to know about the present-day armament of our forces and to 
keep abreast of what our adversaries are doing in that field, and he 
also must be well informed in geography. He possesses none of 
these qualities so is there any wonder, then, that when he was asked 
a year and a half ago about the Suez Canal dispute, he said, “Oh 
that little thing.” I don’t think Mr. Wilson knew where the Sues 
Canal was located and what it was used for: When he leaves the 
Government the only thing to remember him by will be the Secretary 
of Defense who had his foot in his mouth most of the time. 

The Crarrman. Your time is up. This document will be incor 
porated in the files of the committee. 

Mr. Papazocuipi1s. Thank you very much. 
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(Mr. P apazoglidis’ letter to the President, which was submitted 
for the record, follows :) 
As I SEE It 


dent Dwicut D. E1seNHOWER, 
The White House, Washington, D.C. 

Deak Mrz. PRESIDENT: Many times you stated that constructive criticism was 
welcomed, as well as beneficial to, the Government. For that reason, Mr. Presi- 
dent, With this letter I propose to do just that. But before I state my remarks 
[must say that I had and I will continue to have great respect and high regard 
for your honesty and sincerity in your efforts to promote a permanent peace 
throughout the world. 

Mr. President, in your television speech of May 21 last in defense of your 
foreign aid program you stated among other things, “That it will be a reckless 

ble if Congress does not appropriate the full amount of $3,865 million that 
you requested for foreign aid.” From what you said, Mr. President, I propose 
to prove two things without fear of contradiction. 

1. That two-thirds of the foreign aid appropriations since the expiration of 
the Marshall plan is money wasted because the recipient nations do not use that 
money for the purpose for which they receive it. 

9 That the State Department’s demands for $3 billion to $4 billion for eco- 
nomic and military foreign aid every year is unnecessary by at least 80 percent. 

Mr. President, let us start with France. 

1, France did not and could not use any of the foreign aid money or military 
equipment for the purpose for which she received it because she squandered it 
fighting a useless war in Indochina for 74% years. For the last 3 years she has 
been fighting and killing Algerians because they (Algerians) asked to be free. 
Byen the French Government is surprised at our generosity because the French 
Minister of Finance, Felix Gaillard, warned his cabinet colleagues, telling them 
‘Don’t count on Uncle Sam to be Santa Claus forever.” Therefore, none of the 
billions that France received for mutual aid was for our national security. 

9. England, because of an arrogant and recalcitrant Premier who was un- 
willing to convince himself that England is no longer in position to impose her 
will on other nations’ affairs, invaded Egypt to capture the Suez Canal by force. 
By so doing she not only lost the war but at the same time wrecked the economy 
of the nation. Because of this fiasco, and with the little wars that England 
carries on every year, in different parts of the world, neither the economic nor 
nilitary aid that she has been receiving from us could be used for our national 
security. 

8. Formosa. Now what does our Government hope to gain in supporting the 
National Government of Formosa? Chiang Kai-shek told the world that his 
leadership was faulty and yet our Government blindly supports that leadership 
at the expense of millions of dollars of taxpayers’ money. Mr. President, the 
oly solution to the Formosa problem will be as I stated in my previous letter 
to you in May 1957. Abolish the national government and set up a local govern- 
ment under our protectorate thus saving millions of dollars for the support of a 
Chinese National Government. Now all economic aid that the Chiang Kai-shek 
government receives from us is money wasted and not for the benefit of our 
national security. 

4, Yugoslavia. Tito is an avowed Communist. Once a Communist, always 
aCommunist. If by any remote chance we go to war with Russia you will find 
Tito standing side by side with his old comrades against us. Therefore, all eco- 
nomic and military aid we have been giving to Tito is money wasted and not 
for the benefit of our national security. 

5. Germany and Japan are the cause of all the trouble that is going on in the 
world today, and receive from us in foreign aid the staggering sum of $6,359 
nillion and for all these billions Germany unwillingly will provide five divisions 
for NATO’s defense and Japan reluctantly will allow us to have some air bases on 
her soil. Mr. President, because of our aid, West Germany today is the most 
prosperous nation in Europe, and Japan for the same reasons is the most pros- 
perous nation in the Far East. These two nations, Mr. President, are able to 
provide for their own defense without further assistance from us. Neither 
Germany nor Japan are our friends by choice, only by necessity. 
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Mr. President, I can go on and enumerate all the nations that are receiving 
economic and military assistance from us and I will prove to you that at leag 
80 percent of those nations receiving that aid use it for other purposes thay 
that for which it is intended. The nations that value their freedom provide fo 
its defense and those who do not, forfeit the right to be free. That has beg, 
proved during the history of the world and particularly the last 15 years, jf 
our Government, Mr. President, continues this reckless and unwise 
foreign aid, I’m afraid the economic structure of our Nation will collapse ang 
if that should happen, God help us all. The only assistance we could offer ty 
the nations in need is technical aid, and food, with which God has blessed ys 
in abundance. 

Mr. President, here are three nations who are contradicting the erroneous idea 
of our State Department that we must spend billions of dollars every year tp 
prevent the spreading of communism. These three nations have been abused 
in the past by the West. Their resources are poor, their economies are poor, 
and their military equipment is poor, but they are proud of their independence 
and freedom and with their meager armament and finances they have succeeded 
to suppress communism in their respective countries. 

1. Jordan. Under the leadership of the youthful but mature in mind ang 
able King Hussein. 

2. Egypt. Under the able leadership of President Gamel Abdel Nasser, 4). 
though he receives armament from Communists, he not only remains independ. 
ent but he has suppressed the Communist Party in his country. 

3. Tunisia. Under the able leadership of President Bourguiba. 

Mr. President, because of the above described undeniable facts I believe it 
is a reckless gamble for Congress to appropriate these huge sums for foreign aid, 
and it is cruel and criminal of our Government to tax its people to the point of 
confiscation only to waste these billions of dollars all over the world in a pretext 
that it is for our own security. 

Mr. President, now let us see why the State Department demands $3 billion 
to $4 billion for economic and military foreign aid every years. 

Mr. President, the reason the State Department demands and receives these 
billions for foreign aid is because the State Department wants these billions 
of dollars to be their spokesmen. In other words, what the personnel of the 
State Department from Mr. Dulles on down cannot do because of their lack 
of knowledge of foreign affairs, they want the billions to do for them. 

Mr. President, let us start with your Secretary of State, Mr. John Foster 
Dulles, the man whom you think is the best Secretary of State our Govern- 
ment ever had. Personally, I believe Mr. Dulles is exactly the opposite, and 
I will prove it to you. 

About a year and a half ago, as you well know, Mr. Dulles almost set the 
world afire and started a third world war by denying the Egyptian Government 
a loan he promised to give them in order to prove to the world and convince 
himself that the Russian Government consists of people who do not keep their 
promises. Well, Mr. President, Mr. Dulles didn’t have to do that, because the 
Russians themselves for the last 30 years have proven to the world that neither 
their promises or guaranties were worth the paper they were written on. If 
Mr. Dulles didn’t know that after dealing with them all these years, then he 
must be very naive. 

Mr. President, do you remember the Canal Users Association? That was the 
pet project of your Secretary, Mr. Dulles, and the outcome of that project is well 
known to the world. In order to cover up the blundering way he was handling 
that situation, Mr. Dulles persuades Congress to pass the Middle East resolv- 
tion, and to make it popular with the American public, he names it the EHisen- 
hower doctrine. The Eisenhower doctrine, Mr. President, is nothing more than 
a blanket to cover up the blunders of John Foster Dulles, and what made it 
look more ridiculous was the sending of Mr. James Richard (a fine and able man 
in domestic affairs, I had some experience with him during the rent-control 
period) to go from capital to capital in the Middle East to beg the governments 
of those countries to accept a bribe so they could be our friends. 

Mr. President, all the trouble we have and will continue to have in the Middle 
East is due to Mr. Dulles’ blundering. That is the truth and no amount of ex 
planation from any source can shift the blame to anyone else. 

Mr. President, it is true that negotiations with the Russians regardless of the 
nature are a tough job, but to Mr. Dulles they are a puzzle because he hasn't 
the capacity to absorb the complicated and perplexed foreign affairs of today. 
Now he is baffled with the unknown Mr. X of Russia. In the recent disarmament 
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erence they had in London Mr. Dulles was so puzzled at the way the Soviet 
jelegate, Valerian A. Zorin, was handling the situation that Mr. Dulles thought 
t some unusually bright unknown man from somewhere was putting the 
gords in Mr. Zorin’s mouth. Mr. President, there was no unknown man that 

t the words of wisdom in Mr. Zorin’s mouth, but that was the ignorance of 
Mr, Dulles that made him think that. When Mr. Dulles leaves the State Depart- 
ment his legacy will be three words: agonizing, reappraisal, and miscalculations. 

The former Under Secretary of State, Mr. Herbert Hoover Jr.’s only qualifi- 
cation was that he was the son of a former President. 

The present Under Secretary of State, Mr. Christian A. Herter’s only quali- 
fications on foreign affairs is that he was born in a foreign land. 

Your special assistant for disarmament, Mr. Harold Stassen, isa dreamer. He 
has no accomplishments to show for the last 4% years. Every time disarmament 
conferences were held during that period with the Russians, he told the American 

le that the conference was a success only to be contradicted before he got 
through telling us about it. Every conference we had with the Russians was a 
total failure. During these conferences Mr. Stassen and his assistants were 
aced in such a position that it reminds me of a beggar standing and waiting 
by the table of his master to be thrown some crumbs, and begging his master 
tosay something, only to hear the familiar word “Nyet.” 

Now, Mr. President, as to our staff of Foreign Service 80 percent or more 
of them are a conglomoration of political appointees of all types and shades, such 
as historians advertising men, dairymen, insurance men, dress manufacturers, 
pankers, clothiers, novelists, actresses, real estate men, oilmen, housewives, and 
even a former bootblack. These are the kinds of people that our Government 
appoints as ambassadors all over the world to represent the leader nation of 
the free world whose task it is to shape the boundaries and the future of many 
nations. They have no experience or no knowledge of the habits, customs, tradi- 
tions, or the history of the nation they represent. They are a luxury that even 
the richest nation of the world cannot afford. Therefore, they are not only 
maware of what to do or say, but they are a detriment to our country. They 
accept these positions for the glamor and the good times and yet these are the 
people from whom the Government expects information to shape the future of 
the Nation they represent. 

Mr. President, our representatives instead of being looked up to for advice 
and council are looked down upon as misfits. The most backward nations of the 
world have by far more able and better informed men to represent them in the 
field of Foreign Service than our country has. Mr. President, knowledge of 
Foreign Service is a profession that requires a lifelong experience. 

Right here, Mr. President I would like to make a few remarks about your 
Secretary of Defense, Mr. Wilson. 

The Secretary of Defense, Mr. Charles Wilson, who holds the third highest 
psition in our Government, is a man whose entire life is wrapped up in auto- 
mobiles and he knows nothing else but automobiles. You made him Secretary 
of Defense which is one of the most complicated positions in our Government 
because he has to deal with three tough branches of our armed service. He has 
to know about the present day armament of our forces and to keep abreast of 
what our adversaries are doing in that field, and he also must be well informed 
in geography. He possesses none of these qualities so is there any wonder then 
that when he was asked a year and a half ago about the Suez Canal dispute, he 
said, “Oh that little thing.” I don’t think Mr. Wilson knew where the Suez 
Canal was located and what it was used for. When he leaves the Government 
the only thing to remember him by will be the Secretary of Defense who had his 
foot in his mouth most of the time. 

Now, Mr. President, here’s how all the eiements above mentioned implicate you. 

Mr, President, when you have a misinformed staff of Foreign Service em- 
ployees, you will have a misinformed Secretary of State. And when you have a 
misinformed Secretary of State, you will have misinformed top advisers to the 
President. And when you have misinformed top advisers to the President, we 
Will have a misinformed President. Then the inevitable will happen—chaotic 
jnditions in foreign affairs. This is exactly what we’ve got right now. And 
finally, Mr. President, these are the reasons why the Secretary of State demands 
billions of foreign aid every year. 

Mr. President, with Mr. Dulles as your Secretary of State and Mr. Wilson as 
your Secretary of Defense, I believe one of these days you will find yourself in a 
hot too enviable position because they cannot give what they do not possess. 
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Mr. President, in a democratic form of government like our own, you deriye 
your powers, your strength from the people who honor you to the highest Office 
of our land, the Presidency. Now then, Mr. President, why do you deny the same 
people the benefits they could derive from the writer’s knowledge of foreign 


affairs? 


Respectfully yours, 
G. K. PapPazoeipys, 


Curcaco, Itx., August 15, 1957. 
The CHAIRMAN. The next witness is Mr. Jack A. Ossorio of Miani, 


Fla. 
STATEMENT OF JACK A. OSSORIO, MIAMI, FLA. 


Mr. Ossorro. Mr. Chairman, I salute you as a veteran of the Spanish. 
American War, and I thank you for this time that you have given m, 

Members of the committee, I am going to ask the committee ty 
include in the record everything in my prepared statement whether 
I read it or not. 

My name is Jack A. Ossorio. My home address is 2028 SW. 5ith 
Court, Miami, Fla. I was born at Manzanillo, Province of Oriente, 
Cuba, of American and Cuban parents. I acquired American citizep- 
ship by birth abroad of an American parent (my father). I am mg. 
istered at the American Embassy, Havana, Cuba. 

I came to the United States in 1937 to go to school. I attended 
Miami Senior High School, the University of Miami, and the Fletcher 
School of Law and Diplomacy, Boston, where I received my master’s 
degree. I served 31% years in the United States Air Corps, during 
the war, and was honorably discharged. 

I have worked for several Miami radio stations, the General Electric 
Co., International General Electric Co., the North Dakota Research 
Foundation, and smaller companies. In 1954 the United States De 
partment of State sent me to Honduras for a year. 

I am a specialist in inter-American affairs, a bilingual journalist, 
and a professor of English for foreigners. I am interested in Latin- 
American affairs because I was born in that region, where my father 


is a Presbyterian missionary—in Cuba. 
THE PRESENT REGIME IN CUBA 


I appear voluntarily before this committee because I have, for 
long time, carried on a one-man fight against despotism in the Amer- 
icas, believing that dictatorships are anachronistic and undesirable in 
our hemisphere. My main concern this time will be with the present 
regime in Cuba. I hope to convince you that aid to any dictatorship, 
and especially Batista’s, gives us a black eye internationally. 

The CuatrMan. I notice this seems to be an attack. 

Mr. Ossorto. No, sir. This deals with the misuse of military aid. 

In other words, the question is, Is the purpose of the act to assist 
democracy or help dictatorship, and according to the purpose of the 
act 

The Cuarrman.I think we should be careful not to put in ou 
public records an attack on the head of a foreign government. Isn't 
that what this is? 

Mr. Ossorto. You see, sir, I have to talk about the government to see 
how our military aid has been misused. 
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The CuarmrMan. If you talk about it impersonally, that is another 


atter. rr : 
Mr. Ossor10. In other words, this aid is being used 


The CHAIRMAN. We are dealing with a government and not an 
jndividual. : 

Senator Smiru. We cannot put in our record an attack here. That 
is their affair, but don’t put it into our record. I object to it. 

The CHAIRMAN It hurts our own cause. Ifa committee from abroad 
went into personal attacks on President Eisenhower it would not con- 
vert us Very much to their way of thinking, would it ? 

Mr. Ossorro. I think this would help you more around the world 
than anything else you could do, sir, because if you have an act and 
ou spend millions to help governments that are either Communist. 
or Fascist, you are defeating the purpose of the act, which is not in 
the best interests of the United States of America. 

The Cuairman. If you make it the government, and not personal 
attacks—will you try to? 

Mr. Ossorro. Allright,sir. _ 

Isay here that any assistance given to dictators hurts the people who 
suffer under them and hurts us also. Take the matter of espionage. 

The city of Miami, Fla., is a hotbed of foreign espionage. There are 
any number of agents here, but without the knowledge of the Justice 
Department. Recently, when a briefcase was snatched from the 
Cuban consul, the names of spies were divulged. One of them is re- 

rted to have over $100,000 in the bank, and, if so, probably paid no 
income taxes on it. 

What this amounts to is that a representative of a foreign govern- 
ment is really the head of a large and well-organized spy system, which 
spends large sums of money to spy on both foreign and American 
nationals. 

Just before I left Miami I had a long conversation with Dr. Carlos 
Prio. He assured me that he has in his possession proof that Cuban 
agents operate freely in this country to the extent that they have 
corrupted witnesses, interfered with court proceedings and violated 
our laws, but they have done it, hear this, with the knowledge of 
United States agencies and departments, I asked Dr. Prio if he would 
be willing to appear before Congress as my witness. He said he would 
be happy to do so and bring the proof he has. 

He added that he also has important statements to make in connec- 
tion with the legislation now pending insofar as Latin America is 
concerned. 

Any aid given to Cuba, Santo Domingo, Nicaragua, or Paraguay is 
adefinite contribution to the forces of tyranny in the Americas. For 
the great American democracy to play the dangerous game of fooling 
around with Fascist despots is to open the door to communism in the 
Americas, not to mention other similar evils. 

As you consider aid under the Mutual Security Act of 1958, you 
should look into the mistaken, prototalitarian, criminal policy being 
followed by Secretary Dulles and Under Secretary for Latin Ameri- 
an Affairs, Roy Rubottom. 
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UNITED STATES-CUBA MUTUAL DEFENSE ASSISTANCE AGREEMENT 


The Mutual Defense Assistance Agreement was signed between thy 
United States and Cuba at Havana, on March 7, 1952, and its origing| 
purpose was— 





to assist any American state subjected to an armed attack and to act togethe 
for the common defense and for the maintenance of the peace and Security of 
the Western Hemisphere. 


According to article I, paragraph 2: 






The Government of Cuba undertakes to make effective use of assistang 
received from the Government of the United States of America pursuant to this 
Agreement for the purpose of implementing defense plans, accepted by the typ 
Governments, under which the two Governments will participate in mission 
important to the defense of the Western Hemisphere, and will not, withoy 
the prior agreement of the Government of the United States of America, deyotp 
such assistance to purposes other than those for which it was furnished, 










Now, such assistance has been used, over and over again, against the 
defenseless people of Cuba, and not for hemispheric defense, with the 
tacit consent of the United States Department of State. 

The worst instance to date of these violations was the inhuma 
attack against the open city of Cienfuegos, where tanks and airplane 
put down by force the uprising of September 5, 1957. These wer 
arms supplied to that government by the United States Government 
in conformity with the provisions of the Mutual Defense Assistance 
Agreement for the defense of the Western Hemisphere. Did the Gov 
ernment of Cuba obtain the prior agreement of our Government? 

Certainly, the agreement has not been denounced. So, as many 
Cubans see it, if Russia raped Hungary, then the United States State 
and Defense Departments are raping Cuba. Even in India people 
are saying so. Is this the kind of aid the Mutual Security Aet 
encompasses ? 
























UNITED STATES MILITARY MISSION TO CUBA 
Another sore spot is the agreement between the Government of 
the United States and Cuba, providing for the services of a United 
States Army mission to Cuba. Title I, article 1, declares that— 





the purpose of this mission is to cooperate with the Chief of Staff of the Army of 
the Republic of Cuba and the Cuban Army. Officers of the mission will act, a 
required by the Chief of Staff of the Army of the Republic of Cuba, as tactical 
and technical advisers to the Cuban Army. 





The people of Cuba see in such a provision a perfect excuse for the 
United States Army to intervene in favor of Cuba. Thus the United 
States is taking sides, in the civil war now raging in Cuba, against 
the people of Cuba, for the head of the Government is opposed by 
over 90 percent of the Cuban people. 

The State Department knows that the American mission is training 
Cuban officers to fight the young people of Cuba, who are fighting the 
man on unequal terms. At any rate, the mission is only begetting il 
will for Americans, t 

By paragraph b, article 4, of the Army Mission Agreement, the 
Gaited States Government may recall the entire mission in the publi¢ 
interest of the United States of America. Since the State Department 
has not done so, the conclusion is that it considers it a wise policy not 
to recall the mission. 
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But article 5 really shows how criminally negligent the men in the 


tate Department are. 
: Article| 5 clearly states that 


this agreement is subject to cancellation upon the initiative of either the Gov- 
grnment of the United States of America or the Government of the Republic of 
Guba at any time during a period when either Government is involved in domes- 


tic or foreign hostilities. 

Since Cuba is involved in a civil war and since the men at the De- 

ytment of State have ignored such a provision, it can only mean that 
they wish to keep that government in power. Is this what the Mutual 
Security Act contemplates ? 

The conclusion is obvious. While we continue to send arms and 
train his men, we are very careful to enforce our neutrality laws, 
thus depriving the people of Cuba of the help they desperately need. 
No wonder democrats everywhere feel that we are intervening in Cuba 
directly. 

We are asking for trouble. Is there not a possibility that, as a 
desperate reaction to so much injustice and oppression, some post- 
dictatorship government may accuse us, before the United Nations, 
of complicity in genocide or extermination of a national group as 
aplanned move? Would that not be very embarrassing, after the 
rape of Hungary ? 

As long as despotic regimes continue to flourish in Latin America, 
there will be no peace, no security, no solidarity in our continent. 

Democratic governments, elected by the people in honest elections, 
must replace the present dictatorships, which exist only through 
force and fraud. 

All American dictators hide behind a false front of material prog- 
ress, blood, tears, poverty, and terror. 

[have just heard that Santo Domingo shipped arms to Cuba. 

The whole world blames our Department of State for the preva- 
lence and continuance of Fascist dictatorships in Cuba, Nicaragua, 
Santo Domingo, and Paraguay. 

The argument advanced to explain our strange behavior is that we 
wish to protect. our interests and the most expedient way to do it is 
through “caudillos” or strong men. It is unfortunately true that our 
ambassadors too often have left the impression that we approve 
ofand sympathize with unpopular regimes. ‘ 


URGE FOR AID TO DEMOCRATIC GOVERN MENTS ONLY 


Our interests are best protected by representative governments, 
tot by ambitious, ruthless dictators. The adulator, the servile ruler 
isnot our best friend. 

On the contrary, when we help our neighbors to get rid of oppres- 
rs, we protect our interests and secure peace and happiness for our 
continent. 

If I could get only one thing across to this august committee, it 
would be this: No aid should ever be given to any government which 
snot the result of popular consent, as expressed through entirely free 
elections, 

No aid should ever contribute to the strength, permanency, or en- 
toragement of a despotic government. 
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We are the undisputed world leaders against totalitarianism, by 
we appear to have adopted a dual policy, namely, one for Communig 
nations and one for American despots. 

Democracy and freedom are inseparable, however. 

Especially here in this hemisphere, where American conduet js 
watched closely by the whole world to test our real intentions, the 
wealth of Americans must not be spent on those who enslave oy 
brothers. It is in our best interests to help those who think and ag 
like we do. Latin Americans do not need guns. ‘They need, howeve 
technical aid, loans, and encouragement in their democratic aspira. 
tions. 

To this effect, I would recommend, as a great contribution, th 
identical resolutions introduced in the Senate and the House by the 
distinguished legislators, Senator Wayne Morse and Representatiys 
Charles O. Porter, of Oregon. ‘The resolutions make a specific refep. 
ence to article 5(d) of the OAS charter, which states, in part, that- 
















the solidarity of the American States and the high aims which are songht 
through it require the political organization of those States on the basis of the 
effective exercise of representative democracy. 

United States aid, given only to democratic governments, will make 
us a better people and will make this a better world in which to live 
“that government of the people, by the people, and for the people shall 
not perish from this earth.” 

The Cuarrman. Thank you. 

Mr. Ossorto. All right, sir, what about the exhibits? Shall I tum 
them in? 

Senator Smirn. Mr. Chairman, we are not trying the Cuban situ- 
tion and I object to turning in this attack on the Cuban Government, 
That isn’t what this hearing is. We are having hearings on the 
mutual security program and that is not relevant at all. 

Mr. Ossorto. I know, sir, but the act is to support democracy. 

The CuHatrman. I object to an attack before this tribunal and 
bringing up one side of the Cuban controversy. We certainly are not 
in a position to try the Cuban case in this forum. 

Mr. Ossorto. Allright. Thank you very much. 

The Cuarrman. The next is Mrs. Agnes Waters, of Washington. 









STATEMENT OF MRS. AGNES WATERS, WASHINGTON, D. 6. 


Mrs. Waters. Mr. Chairman and members of the committee, I ap- 
pear here in opposition to the extension of the Mutual Security Act 
of 1954, and I base my opposition upon the fact that it is setting up 
a Communist government all over the world. And in support of 
that charge, I call to your attention the testimony given before the 
Internal Security Committee of the Senate on September 29, 194, 
General of the Armies, James A. Van Fleet, on page 2024 he states 
specifically that when he was in charge of military aid to Grete, 
that an order came through from the State Department to withhold 
all aid to the King, who was then under fire from Communist guer- 
rillas, guerrilla warfare, to withhold all aid to Greece until the King 
would agree to put a Communist premier in charge in his cabinet 
and to form a coalition government in Greece, and that is the swort 
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testimony of General of the Armies, J ames A. Van Fleet before the 
Senate Internal Security Committee investigating our security. 

Now, that is only one straw in the wind. I could sit here for weeks 
iving you examples of communism being set up all over the world 
with our money and with our blood. 


NATO 


But I will only refer to a few of those instances. I will refer here 
to the North Atlantic Treaty Organization. In the back here are 
anumber of agreements made between Russia and Great Britain and 
France and all of the principal nations in the NATO, and of Bulgaria, 
Czechoslovakia, and other nations in which a treaty of friendship 
for 20 years exists, exists today and will not expire until 1961, and 
they have to give 12 months’ notice after that. 

So that all of our mutual security evaporates into thin air because 
we are pouring those munitions into countries who already have a 
pact and a treaty with Russia and whose people today have gone 
on record to say that rather than die in any war in the future which 
would obliterate their nations, they would consent to becoming in- 
yaded nations and a captive nation. 

I want to say specifically that that is about what we are today, 
because under a treaty that you made here in 1953, it was made, to 
be exact, in 1951 in London, signed by Dean Acheson. Mr. Acheson 
signed three secret treaties in London in 1951, supplementing the 
North Atlantic Treaty that made this country an occupied, and 
invaded nation. 

On page 29, of the hearings before the Senate Foreign Relations 
Committee of April 1953, it states that we are compelled, the United 
States is compelled to permit armed foreign troops to enter this coun- 
try in unlimited numbers. 

Yow, in 1953, we had not admitted our former, most formidable 
memy, Germany, to the North Atlantic Treaty. I think it was the 
following year or even that same time, a few months later, as soon as 
these supplemental treaties were ratified by the Senate in July 1953, 
they admitted Germany into that union. 

The NATO and the SEATO are the armies, the auxiliary armies of 
the United Nations, which is lousy with our enemies from top to 
bottom and where Russia has 6 votes to our 1 vote in the Security Coun- 
cil,and where the Security Council is staffed with Russian generals. 

They persuaded us to turn over our armies. In fact, in this terrible 
1954 bill, mutual security bill of 1954, Public Law 665 of the 83d 
Congress, there is a section in it that states that we ratify, both Houses 
of Congress ratify the United Nations, and we set up an agreement to 
hand over our armies to the United Nations. 

Now that was the purpose of our enemies. We have kicked the 
Communist Party upstairs and set up a world government right here 
by law. 

THE AMERICAN LEAGUE FOR PEACE AND DEMOCRACY 


This has been going on—as you know I have been here protesting 
this for 19 years before your committee, and the reason I am here is 
that I attended Communist meetings in 1939 and witnessed the blue- 
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prints being written by Communists who later presented those blye. 
prints to the Senate and have been here as witnesses for all of oy 
foreign policy bills ever since, led by the head of this organizatioy 
the American League for Peace and Democracy. 

This organization was a successor to Earl Browder’s organization 
The American League for Peace and Democracy is cited in the guide 
for subversive activities by two attorneys general as an organization 
created by Moscow for the purpose of creating United States foreign 
policy favorable to the interests of the Soviet Union. 

Remember I am talking extemporaneously and quoting from the 
book, but you will find that information in the Guide to Subversiye 
Organizations and Publications, on pages 19 and 20. This is the 
opinion of Attorney General Tom Clark, who is now one of the Jus. 
tices of the Supreme Court, in which he wrote a letter to the Loyalty 
Review Board and cited this organization as an organization created 
by Moscow for the purpose of creating a United States foreign policy 
favorable to the interests of the Soviet Union. 

Now, representatives of this organization have been before this 
committee to my knowledge for the whole 19 years that I have been 
ra it. 

‘hat gang’s purpose was to take over the armies of the United States 
and build hellholes all over the world, like Korea, to pour the blood 
of our men into those hellholes and dissipate our manpower so that 
we woud have no resistance in this country to armed might by Russia, 

I proved that the Korean war—and I have the documents right 
here with me and they are official documents, published by the United 
States Government—that the arming of the United Nations was 
planned by the Soviet general who was chairman of the Military 
Affairs Committee of the United Nations. He planned the arming 
of the United Nations and selected our finest manpower to be deliy- 
ered over to the United Nations. 

That was in 1946, and this is United States Department of State 
Bulletin 422A of August 3, 1947. 

That is 2 years after the war ended they were planning another 
war. And within 3 years the Korean war was launched and we 
turned over our armies to the United Nations, to Soviet generals 
who sold us out from within, who gave orders to our generals not 
to win the war and for the first time in the history of America, our 
American armies were defeated on a foreign battlefield. 

I have with me the white paper printed and delivered as a press 
release 4 years later; 4 years after the attack this information was 
released by the Department of Defense, the United States Depart- 
ment of Defense, in which it stated that the same Soviet Red general, 
P. H. A. Vasilir, launched the war over the 38th parallel and got 
into this hellhole in Korea. So they were directing our armies from 
the United Nations headquarters and from the State Department that 
was lousy with subversives, and we were sold out. 

Then they planned to take us into the Indochina War. They 
planned then the hellhole and sent $1,800 million worth of hardware 
into Indochina to arm the natives of the woods down there, the cann 
bals, so as to create a hellhole where France was pouring in German 
prisoners of war, They were not using Frenchmen, and they were 
sending wave after wave into death, into absolute death. 
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The result was that we were called upon under our treaties to send 
our drafted men in, and I raised objections to this business of hell- 
holes all over the world under under Soviet generals and that is the 

urpose of this act. 

[| want to present to the committee my statement and I wish to have 
it printed in the record and other statements that I have made before 
these committees over the years. 

The CuarrMaNn. Mrs. Waters, your time is exhausted. Your testi- 
mony will be printed in the record, but we can’t print the testimony 
of other people that you are putting in. 

Mrs. Waters. That is all right, sir. I am glad to give you this 
information. 

Will you print the whole thing in toto? 

The CuarrMaNn. No, no. I say we will print your testimony, but we 
reserve the right to print as much or as little of the other documents 
that are submitted by any witness as we think best. 

Mrs. Waters. Yes. You have all the documents that I have cited, 
but I would like to have the statement that I made printed in the 
record and the supplemental statement. 

The Cuarrman. Your statement will be printed in the record. 

Mrs. Warers. The analysis that I made in 1954 of the Mutual 
Security Act and the analysis that I made on April 2 which is a 
printed statement that I gave to the committee. 

The CuarrmMan. We only agree to print the statement which the 
record shows you have made here before this committee. 

Mrs. Waters. I ask that this bill be killed. 

Thank you very much. And I would like to say to you as a Roman 


(atholic and an American, I am proud of one thing, and that is the 

lilies that are present in this room commemorating the anniversay 

of the resurrection of Jesus Christ and I am happy to salute the 

American flag still flying here and I am very privileged to present 

this case before a free forum and I hope it remains a free forum. 
(The statement of the witness is as follows :) 


STATEMENT OF Mrs. AGNES WATERS, ONLY WOMAN CANDIDATE FOR PRESIDENT 
OF THE UNITED STATES 


Mr. Chairman, members of the committee, my name is Mrs. Agnes Waters ; my 
address is 2810 Pennsylvania Avenue NW., Washington 7, D. C. I appear here 
in Opposition to the extension of Public Law 665, 83d Congress, cited as the 
Mutual Security Act of 1954, and now to be known as the Mutual Security Act 
of 1958 under this bill. 

I charge that this law has wrecked our United States economy, and is respon- 
sible for 5 million United States citizens unemployed here. I oppose this bill 
and I am here to oppose the statement of Secretary of State, Mr. John Foster 
Dulles, wherein he testified here that this mutual security law has benefited 
United States labor, business, and the economy. I deny his statement of spend- 
ing these billions of American dollars here for materials and labor in the United 
States. I deny this and ask for an itemized account. I challenge the testimony 
of Secretary Dulles that this law benefits our economy. I particularly charge 
that this so-called mutual security law destroys our American labor, production, 
ind economy and bankrupts the United States of America. 

I charge it is primarily responsible for American unemployment and for the 
wrecking of American business; also for bankrupting the United States of Amer- 
a; and I charge that it works against the welfare and the security of the 
American people by wrecking our economy. 

That this was the purpose of this law was acknowledged from the outset and 
twas set forth in page 2 of this Public Law 665, 83d Congress, with these words: 

“(1) Adverse effects upon the economy of United States, with special reference 
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to any areas of labor surplus, or upon the industrial mobilization base, which 
outweigh the strategic and logistic advantages to the United States of Procure 
ment abroad.” (EprTor.—Showing what was expected to happen. ) 

And to make certain of this continuing outrage, the law makes Provision fo 
who shall determine this, and states that it continues on unless the Pres 
determines that it is working against the interests of American labor, Production, 
and economy. Is not this proof that it was expected to wreck us? 

And this provision also insures its continuing destruction because under this 
law it is up to President Eisenhower, who was the former Supreme Comm: 
of NATO before becoming the President, and it is his baby, and only he deter. 
mines. 

I hold in my hand a copy of this act which is also known as Public Law 
83d Congress, chapter 937, 2d session, which is cited as the Mutual Security Act 
of 1954, and I read to you from page 1 (a) of this act as follows: 

“Sec. 103. AuTHorizATION.—There is hereby authorized to be appropriated tp 
the President, in addition to appropriations authorized by section 104, not tp 
exceed one billion two hundred and seventy thousand dollars, to carry out the pur 
poses of this chapter”, ete. 

And in (c) of this section it says: 

“Funds made available pursuant to subsection (a) of this section may be nga 
for the procurement of equipment or materials outside the United States unless 
the President determines that such procurement will result in one or more of 
the following conditions. 

“(1) Adverse effects upon the economy of the United States, with special refer. 
ence to any areas of labor surplus, or upon the industrial mobilization base, whid 
outweigh the strategic and logistic advantages to the United States of procure 
ment abroad. 

“(2) Production of such equipment or materials outside the United States", 
ete. 

**(3) Unjustifiable cost in comparison with procurement in the United States’, 
ete. 

Now this shows clearly that the intent to procure these materials and labor in 
foreign countries is the sense of this act, and this is further proven by section 12 
of Public Law 665, which states as follows: 

“Sec. 122. Propuction ror Forces Support.—There is hereby authorized to be 
appropriated to the President for the fiscal year 1955, to be made available upon 
such terms and conditions, including transfer of funds, as he may specifiy, not to 
exceed thirty-five million dollars for manufacture in the United Kingdom of 
military aircraft required by United Kingdom Forces for the defense of the 
North Atlantic area.” 

And in section 123, the sum of 60 million more dollars is to be used in the same 
manner. Now, this law is clearly one authorizing that the appropriations are to 
be spent outside the United States, for labor and materials and production 
abroad. And nowhere in this act is it to be found that any of these billions are 
earmarked to be spent for labor and materials or production in the United States 
of America. The only thing that is earmarked for Americans is information 
And this provision is made in section 504 (c) under “Small business”. 

But before that, under section 502, this law specifically states that these 
billions of dollars are earmarked “(2) for the purchase of goods or services 
in friendly nations.” 

Now, not only does this law turn over billions for labor and materials and 
production to other markets outside of the United States, but it also earmarks 
billions of dollars for the purpose of bringing into the United States foreigners 
who are either taking over American jobs or living on United States welfare 
And other millions of dollars are earmarked for the specific purpose of giving 
the technical know-how to Japan, India, and other countries, even to the cai 
nibals of the South Pacific Islands, so that they can compete abroad in theit 
countries with American skills and labor, destroying our United States markets. 
And, on top of all this outrage, we finance our former enemy, Japan, and Com 
munist nations like Poland and Yugoslavia. 

Now, let me take up the issue of the so-called mutual security aspects of this 
bill from the standpoint of national defense. It is claimed by its proponents 
to be of great value militarily to the United States, but any schoolboy cat 
see that by enriching foreign nations both economically and militarily, we are 
building them up as rich, ripe plums to be picked up by Russia, making them 
indeed desirable acquisitions. And any fool can see that Russia is only holding 
off waiting for us to plant more and more materials of war over there for the 
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goviets to seize and use against us, especially nuclear weapons. And any fool 

know that countries bordering on Russia would have no use for missiles 

or other nuclear or atomic long-range modern weapons of war, and that just as 

goon as those are put there that they will be hurled against us. Also, we can’t 
d upon any allies then. 

Indeed, we will stand alone, for already the peoples of these foreign nations 
have said that they are willing to become captive nations invaded by Russia 
rather than to die in any more wars. So, by the stroke of a pen, all our mutual 
security will evaporate into thin air around the world. And, furthermore, all 
of the billions of dollars we gave to these traitors for Harold Stassen’s mu- 
tual security will be used in war against us—hurled back at us. What kind of 

sses we will be then—after bankrupting our United States nation for a 
mess of pottage? And even worse—for all our United States men that are 
abroad under NATO will be taken as prisoners or slaves to be used against their 

kin. 
There are plans for occupation of the United States by Soviet inspectors. 
It was also the aim and purpose of the NATO supplemental treaties, Execu- 
tive B. T. and U., that made this great nation an occupied country—occupied 
by armed foreign troops from 15 foreign countries. 

That our State Department or President can’t write even a letter to Khrush- 
they without its O. K. by NATO in Paris is a most terrible fact. We no longer 
entrol our own United States foreign policy. That we can’t even declare war 
om Russia without U. N. consent, too, is a fact. Even the congressional power 
to declare war is now in the hands of our enemies in the United Nations. 

I demand the repeal of the NATO treaties and United Nations Charter, and 
all the other acts of treason now on the United States statute books. 

let’s take back our armies and navies and our country. I have been fighting 
these treasonous bills here for 20 years in Congress crying out at every hearing, 
warning you to stop. 

Now, gentlemen, for God’s sake, get some good, old-fashioned United States 
of America horsesense, and repeal these U. N. and NATO outrages. I demand 
that this bill be killed. 

Yours for America. 


The CuHarrMAN. The next witness will be Mrs. Paul Blanshard. 
Her name was called before, but she was not here. She represents the 
Unitarian Fellowship for Social Justice. 


STATEMENT OF MRS. PAUL BLANSHARD, WASHINGTON REPRE- 
SENTATIVE, UNITARIAN FELLOWSHIP FOR SOCIAL JUSTICE 


Mrs. BLansuarp. I am sorry I was not here earlier and I am 
afraid my testimony will seem rather prosaic after the testimony just 
presented here. 

My name is Mrs. Paul Blanshard. I appear as the Washington 
representative of the Unitarian Fellowship for Social Justice. Our 
organization is a national organization for social action within the 
American Unitarian Association. The chairman of our legislative 
committee is Mrs. Richard L. Neuberger. 

Our organization is a nonpartisan one; within its membership are 
both Democrats and Republicans. As one who was privileged to be 
aguest of the President at the White House Conference on Mutual 
Security, I wish to make a nonpartisan plea for full and quick support 
of the President’s modest but urgent mutual security request for 
funds. 

Both parties, as you who are members of the Foreign Relations 
Committee well know, have made numerous commitments in support 
ofmutual security, or what we prefer to call foreign aid and technical 
assistance to the underdeveloped countries. 
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Recently the Unitarian Fellowship for Social Justice held a ng | have 
tional workshop in the Capital for its members and other religioy | | Th 
liberals. Delegates from 18 States attended the workshop, whic Th 
was addressed by both Republican and Democratic Senators, Many Univ 


of these delegates talked to you and other Senators and Congreggme 





























urging the passage of an adequate bill on foreign aid and techniqj | §1 
assistance. 
IMPORTANCE OF PUBLIC BACKING 

It is the firm belief of the Unitarian Fellowship for Social Justig - 
that you, our lawmakers, have a major portion of your constituencig | ibe 
backing you up in this vital legislation. May I underline the wo | 
“vital.” No one knows better than you members of the Foreign Re | aot 
lations Committee that the life of our country depends on our demo. cons 
racy. Every Soviet victory in one of the underdeveloped countriesis | oom 
a blow against our democracy—and a blow against democracy in thee A] 
very countries. Therefore, as the Soviet Union extends its loans | ult; 
grants, and technical assistance to the underdeveloped areas of the Dep 
world it is increasing its dictatorial influence. It is not only altruism, P 
but also self-interest, that writes this mutual security program, 

But as one who has lived in a colonial area and witnessed the aspi- 
rations of the disfranchised come to reality, 1 urge for our organim | T 
tion the passage of the President’s program for $3,942,100,000 for | Con 
altruistic reasons as well. It has long been America’s role to come C 
generously to the aid of the oppressed. And oppression today is} T 
economic as well as political. : that 

My plea to you is brief. You have heard the experts. Youhaw] © 
the facts. The Unitarian Fellowship for Social Justice urges you to | tant 
get on with the job you have to do here without further delay in order | (et 
that you may have the time to concentrate on other issues and legisla | to f 
tion which so desperately needs your attention as well. ope 

ness 
WISDOM OF LONG-RANGE PROGRAM effer 

. . . gov 

And finally may I say that, next—for there will be a next year— | ° 7 
that the mutual security program be a long-range program witha} (¢ 
increase in economic grants, loans, and technical assistance, and if | gop. 
wise, a decrease in the proportionate amount that is now earmarked pur 
for military assistance. We are, however, pleased that the request | es 
for funds is now broken down as between the military and the 
economic. 

May I thank the committee for its patience and courtesy in givingme | ( 
this opportunity to appear for the Unitarian Fellowship for Social | 1 
Justice. ( 

The Cuarrman, Thank you for reading the statement which you | We 
have prepared. Have you anything which you care to add to it! nu 

Mrs. Biansuarp. No, I think not, except that we do hope that you ; 
are going to get on with the job and that the bill will be passed just | ( 
quickly as it can be and we certainly appreciate very much the oppor | giv 
tunity you have given to all organizations to appear and to be heard | 1 

The Cuatrman. Your statement will appear in the record. mo 

Mrs. Buansuarp. We are certainly very, very proud to have you | ( 


appear as chairman of the Foreign Relations Committee because you 
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1 ng | have done so much for the mutual security program, Senator Green. 
rious The CuarrMAN. Thank you very much. 

rhich The next witness will be Col. John Kieffer, retired, president, 
Hany | Universal Research & Consultants, Ine. 


STATEMENT OF JOHN E. KIEFFER, PRESIDENT, UNIVERSAL 
RESEARCH & CONSULTANTS, INC. 












Colonel Kierrer. Mr. Chairman, I want to thank the committee for 


istic | jearing me at this late hour and in spite of the fact that our request 
Neies | tobe heard was late in arriving. 

worl | My primary purpose in appearing here today is to call attention 
1 Re | pot only to the Republic of Cuba but to the entire Caribbean area for 



































mo | consideration, and serious consideration, in the deliberations of this 

138 | committee. 

these Although the company of which I am president is retained as con- 

020, | cultants to the Republic of Cuba and duly registered with the 

f the Department of Justice 

ism, 

a ORGANIZATION DESCRIBED 

aspl- 

niz- | The Carman. Are you referring to the Universal Research & 

) for | Consultants 

come Colonel Krerrer. That is correct, sir. 

ay is} The Cuarrman. I think we would like to have a word or two about 
that organization for the record. 

have} Colonel Kierrer. Very good, sir. Universal Research & Consul- 

outo | tants is a corporation in the District of Columbia, chartered in 

order | October 1956, to fulfill three primary purposes: To serve as consultants 

gisla- | to foreign governments, to serve the interests of American business 
operating in foreign areas, and to serve the interests of foreign busi- 
ness Operating in the United States with the primary purpose of 
electing closer relations and a greater understanding both in 
government and in business. 

ear | The CuarrmMan. That is a broad undertaking. 

th iu Colonel Kierrer. That is correct, sir. We are listed as a firm of 

nd if consulting geopoliticians. I hope the committee does not ask me to 

arked | pursue a precise definition of this further, but that is the trade 

quest | designation. 

1 the REPUBLIC OF CUBA A CLIENT 

ig me One of our clients is the Republic of Cuba. 

Social The Cuamman. Are you paid for the advice given them ‘ 

Colonel Kierrer. We are paid for the advice given our clients. 

1 you | Weare registered with the Department of Justice. Our registration 

it! iumber is 1013. 

t you The Cuarrman. But we are getting free advice, I hope. 

ust as Colonel Kierrer. I don’t think that any American citizen ever 

ppor- | gives free advice. 

eard. | The Cuamman. I don’t want to incur obligations that I have no 
honey to pay for. 

e you | Colonel Kierrer. I will not send the committee a bill. I am ap- 

e you | pearing here as a private citizen of the United States. I have not 


consulted my principal on my appearance nor do I have any guid- 
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ance or direction from the Republic of Cuba as to what I may gy 

The Cuarrman. But you have no reason to believe that you differ 
have you? 

Colonel Krerrer. I should say there was not a great degree of dif. 
ference between the opinions of my corporation and the opinions of 
the Government of Cuba. 

The Cnuatrman. Would you say there are any ? 

Colonel Krerrer. Yes, there are some. We have frequently had 
differences of opinion. 

The Cuatrman. Very well, you may proceed. 

Colonel Krerrer. My remarks are based on my own observations 
as research rather than on any Government propaganda. The Gov. 
ernment of Cuba is a recipient of assistance under the mutual security 
acts of this country to the extent of receiving technical advice, assist. 
ance in the field of education, agriculture, public health, and go forth, 


MILITARY ASSISTANCE TO CUBA 


It further receives military assistance in the form of a milita 
mission. All of the military equipment used by the Republic of 
Cuba is paid for by Cuba in advance to the United States, and there. 
fore the assistance granted to Cuba militarily does not take the form 
of supplying arms or munitions, which has been charged a number 
of times. 

The Government of Cuba is currently engaged in repressing in- 
ternal disorders. As the basis of these disorders, the American public 
has been led to believe, are being created by persons who desire to 
free the Republic from military dictatorship. Members of former 
Cuban Governments, certain self-interest groups aided and abetted 
by a segment of the American press, have agitated for a ban on the 
shipment of arms to the Government of Cuba for the recall of the 
United States military mission to Cuba. 

These persons have charged that the arms sent to Cuba under the 
mutual defense assistance agreements of 1952 for the defense of the 
hemisphere are used in suppressing the present disorder, that the 
United States military mission is giving the Cuban Army technical 
advice on the strategy and tactics being employed against the rebels, 
and that the demonstration of friendship existing between the United 
States military and Cuban military is interpreted by the Cuban peo 
ple as support of a dictatorship by the United States. 

This type of propaganda has already contributed to a decision on 
the part of the Department of State to cancel on March 14 a shipment 
of arms to the Government of Cuba. Further, it has already tended 
to deceive the American people as to the true situation in Cuba. 

It is because of this that I have come voluntarily before the com- 
mittee. 

CUBA-UNITED STATES RELATIONS 


The Republic of Cuba has long been one of the closest friends and 
loyal allies of the United States ever since its formation. The aver 
age Cuban not only has an individual admiration and friendship for 
this country but also a firm conviction that the destiny of Cuba 1s 
closely alined to that of the United States. She wants the friend- 
ship of the United States and to give hers in return. There are, how 
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eer, international forces at work which, operating under the masquer- 
ate of liberation from dictatorship, are endeavoring to destroy this 
friendship and make Cuba a weak, if not an impotent, line in the de- 
fense of the Caribbean. if. 

Strategically, Cuba has one of the most important positions in the 
(aribbean. Geographically she commands all three routes which en- 
ter the Caribbean Sea. She has been likened to Gibraltar in that her 
defense of the access to the Caribbean Sea is equivalent to the defense 
of Gibraltar and the access to the Mediterranean. 

To carry this relationship further, she protects the eastern access 
to the Panama Canal just as Gibraltar protects the western access to 
the Suez. ‘J 

Now a Cuba that was not in a position militarily to protect the 
(aribbean or a Cuba that was hostile to the interests of the United 
States would render the defense of this continent precarious in the 
event of an attack or seriously handicap the effective use of the Panama 
(anal in the operation of our two-ocean Navy. 

While Cuba is considered primarily a sugar producing country it 
isnot generally appreciated that during World War II her output of 
nickel ore raised her to the rank of second country in the world in 
this production. 

In addition, she has other certain strategic minerals which we badly 
need and which we have used in past war times, and which we will 
robably use in future wars. 

Atthe present time the conspiracy which is operating both to destroy 
the friendship between Cuba and the United States and also to destroy 
the position of the Cuban Government is one which has its origins in 
communism. This has been charged many times and has been denied 
many times. It has been evidence that has been presented, has been 

over in the American press. Whether knowingly or unknow- 
ingly 1 am not prepared to say. But I am prepared and have incor- 
porated in my statement positive evidence of the Cuban connection 
orthe Communist connection of Fidel Castro’s staff and general organ- 
wation. Their records are on file in our office and they are available 
tothis committee if the committee desires them. I have incorporated 
here a summary of these records to show that Castro’s Chief of Staff, 
most of his unit commanders, his so-called educational director, his 
sy or political lecturer all are either members of the Communist 
arty or have been at one time or another. 

We have also incorporated in this record statements to the effect 
that certain members of the American press have done their best to 
foister the idea on the American people that Castro is a hero, a liber- 
itor, and is endeavoring to free Cuba from a nonexistent dictatorship 
for the purpose of providing a stable democracy. I know it is within 
the experience and the knowledge of the committee the same as it is 
within many Americans that so far no cooperation with communism 
has ever produced a government in any country that is not Communist 
controlled and dominated. The forces that are at work in the United 
States at the present time are endeavoring to raise a level of public 
protest which would prevent in part or influence in part the committee 
or Members of the Congress in appropriations for the Mutual Security 
Act, these appropriations which might be cut in the Caribbean aspect. 


23578 —58——49 





760 MUTUAL SECURITY ACT OF 1958 


We feel that the campaign being operated in Cuba at the pregey 
time is simply one phase in an overall campaign to take in or establigh 
communism or quasi-Communist states in the Caribbean area. If this 
were done, it would seriously handicap the United States in its defeng 
efforts there. 

The Cuarrman. I am sorry to say your time is up. 

Colonel Krerrrer. Right. May I make a concluding statement of 
30 seconds, simply to say that we ask the committee, when this ig ep. 
sidered, that the subject of aid to the Caribbean not only be giyg 
serious consideration and review in regard to Cuba but to all othe 
Caribbean area countries, with the idea of increasing rather thy 
decreasing the assistance that is being given for the purpose of ingy. 
ing a great security of an area vital to us. 

Thank you, sir. 

The Cuarrman. I would like to state here in connection with you 
testimony, and it relates also to all previous testimony that has 
given, that the committee reserves the right to delete any referencas 
to personalities in previous statements prior to publication. That does 
not mean that the committee won’t receive a verbatim transcript but 
the committee reserves the right to delete such parts as are undesirable, 

Colonel Kierrer. I am happy to bow to the committee’s judgment 
in the deletion of any statement that the committee desires from my 
statement. 

The Cuairman. I thought I ought to say it again. I think it ha 
been said before. 

Colonel Kirerrer. I understand that thoroughly, sir. 

(The prepared statement of Colonel Kieffer is as follows :) 


STATEMENT OF JOHN E. KIEFFER, PRESIDENT, UNIVERSAL RESEARCH & 
CONSULTANTS, INC. 


Mr. Chairman, gentlemen, although the company of which I am president is 
retained as consultants to the Republic of Cuba and duly registered with the 
Department of Justice, I am making this statement as a private citizen of the 
United States. I have not consulted my principal on my appearance before 
this committee, nor have I had any direction or guidance from the Cuban 
Government in making this statement. My remarks, therefore, are based on my 
own observations and research. 

The Government of Cuba is currently engaged in suppressing internal dis 
orders which the American public have been lead to believe are being created 
by persons desiring to free the Republic from military dictatorship. Members 
of former Cuban governments, voluntary exiles from Cuba, and certain self 
interest groups, aided and abetted by a segment of the American press have 
agitated for a ban on the shipment of arms to the Government of Cuba and the 
recall of the United States Military Mission to Cuba. These persons have 
charged that the arms sent to Cuba under the Mutual Defense Assistance Agree 
ment of 1952 for the defense of the hemisphere are used in suppressing the 
present disorder; that the United States Military Mission is giving the Cuban 
Army technical advise on the strategy and tactics being employed against the 
rebels; and that the demonstration of friendship existing between the United 
States military and Cuban military is interpreted by the Cuban people as support 
of a dictatorship by the United States. 

This type of propaganda has already contributed to a decision on the part of 
the Department of State to cancel on March 14 a shipment of arms to the Gover: 
ment of Cuba. Further, it has already tended to deceive the American people 
as to the true situation in Cuba. 

The Republic of Cuba has been one of the closest friends and loyal allies of 
the United States ever since its formation. The average Cuban not only has a 
individual admiration and friendship for this country but also a firm conviction 
that the destiny of Cuba is closely linked to that of the United States. She 
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wants the friendship of the United States and to give hersin return. There are, 
however, international forces at work which, operating under the masquerade 
of liberation from dictatorship, are endeavoring to destroy this friendship and 
make Cuba a weak, if not an impotent, link in the defense of the Caribbean. 

Strategically, Cuba holds one of the most important positions in the Caribbean. 
Geographically she commends all three entrances into this vital sea area. Her 

ition in relation to the Caribbean has been described as comparable to that of 
Gibraltar in relation to the Mediterranean. To carry the relationship further, 
geographically she protects the eastern access to the Panama Canal just as 
Gibraltar protects the western access to the Suez. A Cuba that was not in 
position militarily to protect this Caribbean area or a Cuba that was hostile 
to the interests of the United States would render the defense of this continent 
precarious in event of attack or seriously handicap the effective use of the 
Panama Canal in the operation of our two-ocean navy. 

Regarded primarily as a sugarcane country, she has other natural resources 
which are even more vital to our defense. During World War II her output 
of niekel raised her to the rank of the world’s second largest producer. In 
addition, she has other minerals which we need for defense and which we utilized 
intime of past wars. The absence of these from our defense potential in wartime 
could be serious. 

Considering her tactical use by an enemy, I ask the committee to imagine what 
might happen to United States-bound Venezuelan oil tankers or African-bound 
United States convoys if Cuba were to be hostile to us. It must be remembered 
that within the last weeks the Navy has admitted sighting unidentified sub- 
marines off our southern coast. Many officials are convinced these are Russian 
submarines and therefore hostile. I ask the committee to visualize what might 
happen in the event of war to United States-bound Venezuelan oil tankers or 
African-bound United States convoys if these submarines could resupply in a 
Cuba friendly to them and not to us. 

The present disorders in Cuba are due to two cooperating factions, and I 
emphasize the words “cooperating factions.” One of these factions is led by 
Cubans now residing in the United States as political refugees. Their objective 
is to regain the control of a Cuba from which they were expelled. It should 
be remembered that although they were driven out by a coup d'etat staged by 
the present Government, at the time of their expulsion the Cuban people fired 
not one shot in their defense and no Cuban wanted them to stay enough to 
protest. Their dismissal was more of a mandate from the people to the present 
Government than a coup d’etat. In 1954, the Cuban people regularized that 
mandate by electing the present Government. 

This faction is well aware they Can never regain power in Cuba if the question 
is put to the people in a free election. Force and revolution is their only pos- 
sible weapon. It might be remembered that the Government of Cuba has 
offered to let any of these people return to Cuba and run for public office. 
It might also be remembered that, contrary to popular opinion, no returning 
exile has been executed or imprisoned for political views. May I state here 
that there is no capital punishment in Cuba. This is a matter of law and it 
is respected by the Government. 

The second faction is the more dangerous since this is one in which inter- 
national communism has interested itself. This charge has been made and 
denied many times. Evidences of its truth have been consistently glossed over. 


(Nore.—The balance of this statement is available in the files of 
the committee. ) 

The Cuatrman. The next witness is Mr. Matthew J. Kust of 
ay pan He is not here. 

Miss Louise Crane, publisher of Iberica, from New York. Miss 
Crane, we are glad to hear from you. 


STATEMENT OF MISS LOUISE CRANE, PUBLISHER OF IBERICA, 
NEW YORK 


Miss Crane. I am here as a representative of the sponsors of 
erica. This magazine, which first appeared in 1954 and is pub- 
lished in Spanish and English editions, is dedicated to the free and 
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democratic Spain of the future and to future Spanish-Americg, 


friendship. It features uncensored news from reliable souregg jy larg 
Spain and its pages provide an open forum in which the problems of aa 
that country’s future are freely discussed. I mentioned all of this free 
in order to explain that through this magazine, which is quite widely . 
read in Spain, we are in contact with many of the liberal and demo. vee 
cratic groups there, and are, perhaps, in an advantageous position for a 
gaging the tenor of thought in that country. In 
n view of the fact that the Spanish Dackeaeeek has requested, | “ . 
substantial increase in United States aid under the mutual security os 
program for the present and coming fiscal years, we have requested | 
permission to testify before the committee as to why we do not con. | 
sider the granting of such a request to be to our best interests, Not pe 
only do we wish to urge that the Spanish Government’s request be =) 
refused, but that all aid to Spain be temporarily suspended. For it rs 
is our contention that American aid does not serve to improve the ms 
lot of the Spanish people but only to support an oppressive and Sp 
anachronistic dictatorship, thereby prolonging a situation which js M 
rendering Spain increasingly vulnerable to Communist and anti- Z 
American propaganda. e are thinking, in brief, in terms of ow ‘hn 
future relations with this strategically important country, and we “ft 

thank the committee for giving us this opportunity to be heard. 
THE INTERNAL SITUATION OF SPAIN TODAY A 






First of all, we would like to briefly describe the internal situation 
in Spain today, after 20 years of uninterrupted rule by a dictatorship, 
Above all, it is a situation characterized by rigid oppression and 
incredible poverty. 


At a time when other European countries that suffered World e- 
War IT have recovered their economic stability, Spain’s economy is | fir 
steadily deteriorating in terms of the ever-decreasing purchasing | 4), 
power of the wage earner. This is largely the fault of an inept | gj 
government which tolerates corruption and discourages free enter- } 
rise. ) 

Those holding vested interests in the regime have built up fortunes, . 
but there has been a flight of such capital abroad, especially to Swit | ile 
erland. By virtue of the government’s partial monopolization of | [yw 
industry through the state-owned and controlled Instituto Nacional | 
de Industria, or INI, private enterprise is discouraged. American ‘y 
defense contracts are usually parcelled out to subsidiary companies | em 
of the INI with the result that profits revert to the same v vers 
interests of the regime. publ 

Rarely does the effect of American aid in general filter down tothe | 4 
levels on which it is most needed. The plight of the laborer, who, | ,, 
according to ICFTU statistics, is the lowest paid in all of Europe and | iny 
who must frequently work 14 to 16 hours a day in order to eke outs 7 
meager livelihood, is too well known to dwell on here. His restiveness \ 
is reflected in the current strikes and attempted strikes in Asturias, 
Catalonia, and the Basque region. 

However, discontent and tension are not limited to the working 
classes. Most conspicuous in recent years have been the student dem- | 1 
onstrations in Madrid, Barcelona, and other university cities. The htt 
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scale arrests and torturing of Spanish students in January 
ere made in anticipation of student demonstrations for academic 
freedom planned for February. Upon receiving reports of the ar- 
rests and torturing of these students the sponsors of Iberica sent a 
telegram to President Eisenhower on February 7, in which we said, in 
part: 

In Spain we are rapidly losing the good will of the people by our active support 
of an oppressive and necessarily transitory dictatorship. If we wish to insure 
gur accessibility to our costly Strategic Air Command bases in the future, then 
we had better take another look at our relations with the Spanish people today. 

There is a deep rift in the army, where many upper-echelon officers, 
including generals, oppose the regime. As an illustration of this mili- 
tary opposition we would like to introduce the Manifesto of the Jun- 
ts Patrioticas, published in Iberica last year, as supplementary 
material. 

Also, in the Catholic church, many foresighted members of the 
Spanish hierarchy and more liberal Catholic groups in Spain are 
tending to gradually withdraw their support of the Franco regime. 
As in the case of other recent dictatorships of Latin America, the 
church is in the vanguard in the political situation. 


DANGERS OF SUPPORTING 





FRANCO GOVERN MENT 


As we have said, this situation, typified by widespread restiveness 
and tensions, is the result of the perpetuation of an anachronistic and 
oppressive dictatorship. Thus through our economic aid we are, 
ikewise, contributing to the prolongation of a situation which lends 
itself to Communist exploitation. 

And now, in effect, the ICFTU report on Spain, and reports from 
other reliable sources, indicate that because of our aid to and identi- 
feation with the present regime, Communist propaganda and anti- 
Americanism is on the increase, especially in the poorer areas of Spain 
such as Andalusia. 

Mr. Chairman, would you like to have me quote a paragraph of this? 

This report was made by a representative of the ICFTU who visited 
Spain in December and interviewed many labor leaders, and it was 
iased in February and it was published in Tberica in March, and 
Iwill just read this one paragraph : 

The consensus of opinion among the Spanish people in general and even more 
among the working class is that the United States and particularly its Gov- 
mment are responsible for the continuation of Franco in power. In my con- 
versation the United States Embassy in Spain was unanimously accused of being 
publicly at the service of the regime. 

Another paragraph: 

In my opinion, the attitude of those responsible for the United States Embassy 
it Madrid only results in fomenting communism in Spain. 

The Cuarrman. You are putting in just that quotation from it? 

Miss Crane. That is all. Now, I return to the prepared statement. 
DESCRIPTION OF IBERICA 
The Cuairman. I think perhaps at this time you might tell us a 
litle about this paper, Iberica. 
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Miss Crane. Yes, certainly. It is a magazine which I have pub- 
lished since 1954 and it is published in Spanish and English editions, 
and the honorary chairmen are Mr. Norman Thomas and Mr. Sal- 
vador de Madariaga, and I can tell you the names of the advisory 
board, if you would care to. 

The Crzarrman. Who owns it ? 

Miss Crane. I do. 

The Cuarrman. Individually ? 

Miss Crane. It is a capitalistic venture. 

The Cuarrman. A monopoly ? 

Miss Crane. Yes; it is in a way. I am afraid it is a monupoly on 
Spain. 

The CuarrmMan. Do you approve of monopoly of public news ! 

Miss Crane. It is not intentional. 

In our opinion, however, this new spirit of anti-Americanism in 
Spain is based entirely on anti-Francoism. The Spaniards are by 
nature notoriously independent and individualistic; they would not 
ordinarily be drawn toward anything that coramunism stands for. 
Yet the propaganda slogan, “We or communism,” resorted to by the 
Franco regime in justifying itself, its policy of indiscriminately label- 
ing every sign of opposition as being Communist in origin, only 
resounds in the end to the greater glory of communism. 


ORGANIZATIONS OF YOUNG PEOPLE IN SPAIN 


We will not dwell any longer on these discouraging aspects of Spain 
today but will, instead, call attention to a positive but little known 
aspect, which bodes well for the future. This is the formation in 
Spain of groups of young people of not inconsiderable size and organ- 
ization who oppose the present regime but who also oppose violence 
and totalitarianism of any form. These include groups such as Juven- 
tud Progresista, Nueva Generacion Iberica, Accion Social y Demo- 
cratica, Agrupacion Socialista Universitaria, Democrata C hristiano, 
Agrupacion Laborista, and so forth. In addition there are the various 
monarchist groups, all of whom oppose the present dictatorship. 
Under present circumstances these groups must operate clandestinely, 
but some of them show promise of being the bases of the political 
parties of the future. 

These young people all oppose a continuation of American aid 
because, as some of them have pointed out, after 5 years of United 
States aid to Spain the internal situation has not improved; and they, 
too, warn that further increase in American aid to the Franco govern- 
ment can only result in the fomentation of communism in Spain. Most 
of all these people want a national reconciliation and a return to an 
atmosphere of freedom and democracy. However, they consider 
America’s attitude to date to be so devoid of realism with respect to 
Spain that they are becoming disillusioned. 

Of course official Spanish representatives, anxious to retain their 
privileges and power, continue to insist that peace and prosperity pre- 
vail in ‘Spain. Only on March 26, General Franco himself, referring 
to the attempted strikes in Asturias, stated in a speech : 


The achievements of our regime, the positive well-being which we have brought 
to all classes, the improvements which we have brought to the national economy, 
are reflected in every home in a reality which is so palpable that we should all 
be satisfied. 
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Official propaganda can issue such cynical and irresponsible state- 
ments but we cannot be silent about the true state of allaize in Spain 
today. Because only by taking a realistic attitude will we be able to 
understand the situation of the Spanish people and help them; and if 
we help them now we will surely reap a rich harvest in terms of our 
future relations with this historically great country which is of such 
strategic importance to us in an ideological sense as well as in terms 
of military defense. 
nee <Sramhaeaw: Thank you very much. Is there anything you wish 
to add ? 
Miss Crane. I don’t think so, Senator Green, unless there are any 
questions that you would like to ask. 
_The Cuatrman. We are very glad to have you present your point of 
view. 
Mr. Peter Muller-Munk of Pittsburgh. He is not here. 
Mr. Matthew Kust, when your name was called before you were 
absent. Weare very glad to see you now. 
Do you represent anyone beside yourself ? 


STATEMENT OF MATTHEW J. KUST, WASHINGTON, D. C. 


Mr. Kusr. Mr. Chairman, members of the committee, I represent 
myself. Iam Matthew J. Kust, attorney at law, presently engaged in 
international legal practice in Washington, D. C. During the period 
February 1952 to March 1954, I served as legal adviser in connection 
with United States economic and technical assistance programs in 
south and southeast Asia. Thereafter I joined the program of inter- 
national legal studies at Harvard Law School and devoted my time 

rimarily to studying the problems of taxation in relation to economic 
evelopment in underindustrialized countries. The proposal which I 
respectfully submit is a result of these studies. 

The Cuatrman. Excuse my interrupting you. That is ambiguous. 
You say you served as legal advisor, and so forth. 

Mr. Kusr. To the American Embassies in south and southeast Asia. 

The CuatrMan. In those places? I didn’t know if you were in those 
countries. 

Mr. Kusr. In connection with these programs, I traveled in these 
countries. 

The CHatrman. You can say as a lawyer that that sounds 
ambiguous. 

EARLIER SUBMISSION OF PROPOSAL 


Mr. Kusr. This proposal was submitted to the Senate Foreign Re- 
lations and the House Foreign Affairs Committees during the last 
session of Congress as an appropriate addition to the Mutual Security 
Act. On January 20 of this year it was presented to the Committee 
on Ways and Means for consideration before it is incorporated in the 
foreign-aid legislation since it involves a tax exemption. 

On March 13, it was again presented to the House Foreign Affairs 
Committee. 

Senator Arken. Mr. Kust, do I remember correctly that you were 
interested in the tax agreement with Pakistan ? 

Mr. Kustr. This doesn’t involve it. 

Senator ArKen. Do you recall that? 
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Mr. Kusr. No; I didn’t testify on that. 

Senator Arken. You didn’t testify on that? 

Mr. Kusr. No; but I have prepared a paper on that which I have 
submitted to the committee, but on which I have not testified. 

Senator Arken. But you are testifying here on more or less the 
same thing ? 

Mr. Kusr. No; this is unilateral. 

The CuHatrman. You referred to the Committee on Ways and 
Means and the House Committee on Foreign Affairs. Has this mat- 
ter that you are bringing up now been before both of those 
committees ¢ 

Mr. Kusr. Yes; I presented it to both of those committees. 

The Cuarrman. What was the fate of it there ¢ 

Mr. Kust. In fact, several members of the Foreign Affairs Commit- 
tee are quite interested in it, and they may insert it in the bill. 

The CuatrMan. But they haven’t reported it. 

Mr. Kusr. No; they haven’t reported the bill yet. Congressman 
Zablocki, for example, is quite interested in it, and some of the others. 

The Cuarrman. Proceed. I just wanted to know what the situa- 
tion was. 

Mr. Kusr. My oral presentation will consist of brief summaries of 
my two papers which set forth the proposal at some length. With 
your permission, Mr. Chairman, I wenild Tike to submit these papers 
to the committee staff for study, together with a draft amendment of 
section 413 of the Mutual Security Act to carry out the proposal. 

(The draft amendment is as follows :) 





AMENDMENT TO MuTUAL Security Act oF 1954, As AMENDED 


Section 413, entitled “Encouragement of free enterprise and private participa- 
tion,” subsection (b) of which provides “In order to encourage and facilitate 
participation by private enterprise to the maximum extent practicable in achiev- 
ing any of the purposes of this act, the President” is empowered to do certain 
things set forth in four paragraphs, should be amended by adding the following 
paragraph to subsection (b) : 

“(5) May grant, under rules and regulations prescribed by him, to any 
person with respect to taxable income attributable to investment and tech- 
nical assistance which will further any of the purposes of this act, partial 
or complete exemption from the tax imposed by subtitle A of the Internal 
Revenue Code of 1954: Provided, That— 

“(A) the tax exemption shall be granted only with respect to invest- 
ment and technical assistance in underindustrialized countries; 

“(B) the tax exemption shall be granted only with respect to invest- 
ments made or agreements for technical assistance entered into after 
August 1, 1957; 

“(C) the amount of the tax exemption up to complete waiver uf tax 
and, in the case of transactions which by agreement of the parties 
thereto shall continue over an extended period, the period over which 
the tax exemption shall apply shall be determined by the President as 
he shall find is necessary to stimulate private investment and technical 
assistance in underindustrialized countries ; 

“(D) in the case of a transaction which by agreement of the parties 
thereto shall continue over an extended period the exemption shall be 
granted by an appropriate certificate issued to the person entitled to an 
exemption from tax and in the case of all other transactions the exemp- 
tion shall be granted by the publication of appropriate lists specifying 
the amounts of the exemption applicable to each such transaction ; 

“(E) the tax exemption granted by the President with respect to tax- 
able income attributable to a transaction shall be given effect in deter- 
mining tax liability under the Internal Revenue Code of 1954— 
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“(i) regardless of the source of such income under the Internal 
Revenue Code of 1954 ; 

“(ii) where the income from the transaction is shared by mem- 
bers of an affiliated group (whether or not a consolidated return is 
filed) as that term is defined in section 1504 of the Internal Revenue 
Code of 1954, by applying the tax exemption to that part of the tax- 
able income of each member of the group which is attributable to 
the transaction ; 

“(iii) where the income from the transaction is earned in whole 
or in part by a foreign corporation, by applying the tax exemption 
to any dividend received by a domestic corporation which owns, 
both at the time the income from the transaction is earned and at 
the time the dividend is received, stock possessing at least 80 per 
centum of the voting power of all classes of stock and at least 80 
per centum of each class of nonvoting stock of such foreign cor- 
poration, to the extent that such dividend is attributable to the in- 
come from the transaction ; 

Provided, That in all cases the amount of taxable income attributable 
to the transaction or the amount of a dividend attributable to income 
from the transaction shall be subject to determination by the Secretary 
of the Treasury or his delegate. 

“(F) for purposes of this paragraph— 

“(i) ‘person’ shall mean any individual who is a citizen or resident 
of the United States or any corporation, partnership or other asso- 
ciation created under the law of the United States or of any State 
or Territory and substantially beneficially owned by citizens of the 
United States; 

“(ii) investment and technical assistance may be defined by the 
President to include: 

“(1) equity and loan investments, whether made in money, 
property or services; 

“(2) licensing of patents, processes and techniques ; 

“(3) transmission of technical data and information ; 

“(4) rendition of managerial, engineering, scientific and 
similar services ; 

“(5) training of foreign industrial managers’ technicians 
and skilled labor; 

“(6) building, installation and construction work ; 

“(7) sales or rental of capital goods, components, raw mate- 
rials and industrial, agricultural, health and educational 
requirements ; 

“(8) extension of credit through installment sales, promis- 
sory notes and other forms of credit to importers of com- 
modities specified in (7) above; 

“(9) any other transaction which transmits American capi- 
tal and technology to an underindustrialized country. 

“(iii) for the purposes of this paragraph an underindustrialized 
country shall mean any country of the free world with a low de- 
gree of industrialization, but shall exclude the United States, 
Canada, countries of western Europe, Australia, New Zealand, and 
the Union of South Africa ; 

“(G) due consideration shall be given in granting a tax exemption 
with respect to a transaction in a particular country to its capacity 
for absorbing investment or technical assistance, its development plans, 
its policies toward foreign private investment and technical assistance 
and the likelihood that a particular kind of investment or technical 
assistance will materialize without the granting of a tax exemption; 

“(H) the tax exemption authorized by this paragraph shall be used 
to the maximum extent necessary and shall be administered under 
broad criteria so as to increase the participation of American private 
enterprise in the industrialization of the underindustrialized coun- 
tries of the free world ; 

“(I) in order to encourage individuals to go abroad and thus 
facilitate the undertaking of investment and technical assistance by 
private enterprise in underindustrialized countries the President may, 
in the case of United States citizens employed abroad in connection 
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with a transaction the income from which has been granted a tax 
exemption under the provisions of this paragraph, reduce to 60 days 
in any taxable year the minimum period of presence in a foreign coun- 
Gy prescribed in section 911 (a) (2) of the Internal Revenue Code of 
The Cuarrman. I think I ought to ask you why you expect us to 
take it up when it is before the other two committees. 
Mr. Kust. I just want to present it for the record here in case the 
other committee adopts it so it will be a matter of record. 
The Cuarrman. In case we take it up later, is that the idea ? 
Mr. Kusr. Yes. 
Senator Arken. We couldn’t propose it from this committee affect- 
ing revenue. 
he CuarrmMan. Go ahead. 


ASSISTANCE TO UNDERINDUSTRIALIZED AREAS 


Mr. Kusr. Since 1950 the United States Government has been 
offering economic and technical assistance to underindustrialized areas 
on a worldwide basis. In the fields of agriculture, health and edu- 
cation this foreign aid has proved reasonably successful because the 
Government, with the participation of American universities, col- 
leges and other nonprofit organizations, can marshal the best Ameri- 
can knowledge and ail for the purpose. 

But these countries need and they want industrialization. For this, 
capital goods and technical knowledge from abroad are indispensible. 
In providing these our Government is greatly handicapped by in- 
ability to marshal the best American technical knowledge and skills. 

First, technology for industrialization is principally the property 
of American private enterprise. 

Second, the people most knowledgable and skilled in industrial 
management and technology are employed by American private 
enterprise. 

Third, technology and technicians must usually go hand in hand. 

Finally, transmission of industrial knowledge and skills involves 
training of foreign managements, technical personnel and skilled 
labor. 

Thus, assistance for industrialization is not readily within the 
province of our Government. 

Under its communistic regime, Russia, however, can send its best 
technology, technicians and managers anywhere in the world to fur- 
ther its foreign policy. Since our Government cannot do the same, 
under our private enterprise system, the problem is how to induce 
American private enterprise to send its capital, knowledge and skills 
abroad in furtherance of our foreign economic policy. 

American business does not readily send its capital and technology 
abroad because of the many economic and political obstacles, risks 
and costs involved. 

An industrial undertaking in an underindustrialized country must 
provide its own public service facilities, operate in a narrow market 
where it cannot take advantage of mass production techniques, train 
its own foreign technical and skilled personnel, and conduct business 
in an environment of strange business practices, unfamiliar laws and 
language barriers. 
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American business finds it hard to induce its managerial and tech- 
nical personnel to go to these countries because of unfavorable cli- 
matic and health conditions and numerous social and cultura! dis- 
advantages. The economic and political situation in many of these 
countries increases the risk of incontrovertibility of foreign curren- 
cies, expropriation and damage due to riot, revolution and war. 

Finally, there is simple lack of knowledge about opportunities in 
enedevinitads rialized areas. 

The cumulative effect of these factors makes the employment of 
vapital and technology in underindustrialized countries far less attrae- 
tive to American private enterprise than its employment at home or in 
other industrialized countries, particularly at a time of high pros- 
perity. 

Thus far our Government has merely established the investment 
guaranty program which removes only part of the risks, costs and 
obstacles. This program has proved insufficient by itself to stimulate 
a substantially increased participation by American private enter- 
prise in the economic development of the underindustrialized coun- 
tries. 

TAX CONCESSIONS TO AMERICAN INDUSTRY RECOMMENDED 


More positive steps will have to be taken to induce American busi- 
ness to employ its capital and technology in the underindustrialized 
areas. A measurable profit inducement most be provided by Congress. 
Ample precedent for such action by Congress exists in the merchant 
marine subsidy program and the tax concession to American industry 
through rapid amortization of emergency facilities, both designated to 
induce American private enterprise to better serve our defense policies. 

The profit inducement could be effected through a substantially 
enlarged Government aid program providing for Government con- 
tracts with American business for new industrial undertakings in the 
underindustrialized countries. This would require a Marshall plan 
for Asia which is not likely to be approved by Congress. It would 
interpose 1 or 2 Government bureaucracies between American private 
enterprise and its counterpart in the foreign country which would 
make the program ineffective, costly to the American taxpayer, and 
unattractive to American business. 

A more acceptable and efficient approach is an indirect one through 
an income-tax concession which would induce an autonomous and 
direct flow of capital and technical assistance from American private 
enterprise to governments and private enterprise in the underin- 
dustrialized areas. 

The tax concession should be restricted to new American private 
investment and technical assistance in underindustrialized countries. 
It is suggested further that the tax concession should be administered 
by the State Department, or other agency designated by the President, 
through the issuance of tax exemption certificates for qualified foreign 
investment and technical assistance in a manner similar to the ad- 
ministration of the investment guaranty and the amortization of 
emergency facilities. The certifying agency should be empowered 
to grant partial or complete tax exemption as it determines is neces- 
sary in accordance with guiding standards and criteria fixed by Con- 
gress to induce greater participation by American private enterprise 
in the industrialization of a particular country. 
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A tax exemption of income from personal services rendered abroad 
in connection with certified American private investment and tech- 
nical assistance to underindustrialized countries should also be pro- 


vided. 


Finally, our foreign policymakers would have to make a concerted 
effort to persuade American private enterprise of the indispensability 
of its rele in this vital area of our foreign economic policy. 

The next summary is a rather technical one and I might perhaps 
skip it and put it in the record. If you would care for me to read it, 
I can do it. 

(The appendix referred to is as follows :) 


TECHNICAL MEMORANDUM 


SUMMARY 


The tax concession suggested in the memorandum entitled “A Program for 
American Private Investment and Technical Assistance in Underindustrialized 
Areas” (summarized in preceding oral testimony) should be administered under 
a certification procedure. This would avoid the technical diffculties of legis- 
lating statutory definitions of underindustrialized countries, income entitled to 
the tax concession, the amount of exemption from tax, and similar matters. It 
would create a more effective and flexible tool of foreign economic policy. 

The legislation enacting the program should empower the President to desig- 
nate the certifying agency, which would most likely be the State Department. 
It would set forth in general terms the guiding principles and criteria for 
the granting of tax exemption to income from private business activities in 
underindustrialized countries which further our foreign economic policy. 

The grant of a tax exemption by the certifying agency would not be subject 
to question on its merits by the Internal Revenue Service but would merely be 
ziven effect by the IRS in computing taxable income and tax liability. 

Within this general legislative framework the main reliance for execution of 
the proposal would be placed on the administrative function. 

The activities which qualify for a tax concession could be divided into two 
broad categories: (a) New private investment and technical collaboration 
agreements, and (b) export of capital goods and industrial or agricultural 
requirements. 

Technical collaboration agreements and private investments would be certi- 
fied for tax concession on a case-by-case basis pursuant to application by Ameri- 
can enterprise, in much the same manner as the investment guaranty program 
and amortization of emergency facilities are being administered today. 

Exports of American capital goods and industrial or agricultural require- 
ments would be certified for tax concession, by publishing lists, subject to 
periodic change, of qualifying goods with respect to the various underindus- 
trialized countries, which would be similar to the procedure used under the 
Battle Act and elsewhere in our Government. 

Qualified new private investment should not include public or private secu- 
rities purchased from another investor nor new issues of bonds of foreign 
governments for general revenue purposes. 

Technical collaboration agreements should include any or all of the follow- 
ing: (1) Licensing of patents, copyrights, processes, formulas, drawings, pat- 
terns, designs, and other forms of technological knowledge, (2) rendition of 
managerial, engineering, scientific or similar services, (3) training of foreign 
industrial managers, technicians, and skilled labor, and (4) building, installa- 
tion, and construction work. 

In general, qualified capital goods exports would include machinery, equip- 
ment, and tools. Qualified industrial or agricultural requirements exports 
would include ores, fuels, fibers, iron and steel, chemicals, fertilizers, insecti- 
cides, seeds, and the like. Export of certain commodities like surgical instru- 
ments, hospital supplies, essential drugs, research and laboratory equipment, 
and training and educational materials should also qualify. 

Sales of industrial components should be qualified for the tax concession by 
specific certification in connection with the qualification of the technical collabo- 
ration agreement under which they were sold. 
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The certifying agency would determine the degree of the tax exemption needed 
to induce American private enterprise to send its capital and technology abroad 
by specifying the tax-rate reduction with respect to the various qualifying activi- 
ties undertaken in a particular underindustrialized country. 

The tax concession should vary from country to country and also within a 
particular country with regard to different business activities, as required. 

The techniques outlined herein for implementation of the proposal set forth 
in the main memorandum would, it is believed, overcome the technical difficulties 
which might otherwise be impediments to satisfactory legislation for granting 
the tax concession. 

Although new administrative know-how and techniques would be required, 
they would be similar to those already in use within our Government and should 
not impose an insuperable burden upon a competent administrative agency. 

The Cuarrman. I think that will require an explanation to be con- 
vineing. I am not asking you to do it. I am just offering you the 
opportunity. 

r. Kusr. American private enterprise is unaware of what the 
opportunities are, what some of our policies are, and I think if the 
State Department presumably made a more concerted effort to acquaint 
American enterprise with some of the work that is to be done—— 

The CuarrMan. I am just giving you the opportunity to enlarge, 
if you wish, on the use of the word “indispensability.” 

fr. Kusr, I do think it is indispensable. In my larger paper, 1 
point out that it is only private American enterprise that can bring 
to an industrialized country the technology because they are the ones 
who have the licensing, the engineering, and skilled personnel that 
can help, for example, put up an electric goods factory in India. 

Our Government could not do it solely by itself, because it doesn’t 
own any electrical enterprises, nor does it have any engineers within 
its employ for that purpose and that is the reason I used the word 
“indispensability.” ‘ ( ; pe 

Unless we can get our private companies to go in there and join 
with other private companies to put up these factories they will never 
be put up. That is where Russia has a tremendous advantage on us 
because they own the factories in Russia and can send their people 
there immediately. I think it was rather interesting in the report 
that the State Department released about a month ago showing that 
there were 2,000 technicians in 10 underdeveloped countries and that 
virtually a)l of those 2,000 were industrial experts, whereas most of 
our point 4 technicians are nonindustrial experts. } > 

The CuarrMan. I am not asking a question, but 1 am just giving 
you an opportunity to expand on that. 

Mr. Kusr. I think unless we can get our companies together in there, 
we can never have an effective assistance program to assist with the 
industrialization. cane 

The CuarrMan. Your time is up. 


PROPOSAL DISCUSSED WITH EXECUTIVE DEPARTMENT OFFICIALS 


Senator Arken. I would like to ask one question. Have you 
discussed this proposal with officials of the Treasury Department? 

Mr. Kusr. Yes, I have. I have discussed it with officials of the 
State Department, ICA and all around. 

Senator Arken. Did you get any impression as to what they 
thought ? 
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Mr. Kusr. There is in the Treasury something of a reluctance to 
entertain any kind of an exemption from taxes, not leveled particu- 
larly against this one, but they just seem to take a position of not allow- 
ing any kind of exemptions, and I really feel that an exemption where 
it serves a greater policy like this foreign policy that I have stated 
here is entirely compatible with our tax structure. The State Depart- 
ment is quite favorable, but they, of course, are up against the rather 
unfavorable attitude in the Treasury. 

Senator Arken. Of course, when the Pakistan agreement came up 
a year ago, a large number of our smaller country banks were having 
difficulty in getting enough money to meet the needs of their commu- 
nities. 

Mr. Kusr. Yes. 

Senator Arken. And the proposal looked like awfully special in- 
ducement to export what available investment money we did have. 

Mr. Kusr. Yes. Of course, that is a nice question. In times of 
very high prosperity, maybe you would have the competition between 
domestic needs and foreign domestic needs and you have to make a 
decision as to how to parcel it out between the two. 

At the time such as now, perhaps some inducement to get private 
enterprise to do this job would relieve the Government of having to 
do it. 

Senator Arken. You would have to have a shutoff somewhere. 

Mr. Kusr. That is the virtue of my proposal. It would be com- 
pletely within the control. It wouldn't be written into the tax struc- 
ture where it is frozen in there. 

The State Department can withdraw it from time to time when it 
isn’t necessary. 

Senator ArKEN. It is interesting. 

The Cuarrman. Thank you very much. 

That, I believe, completes our hearing unless you have something 
to bring up. 

Senator ArkeNn. No, not unless you want to mark up the bill now. 
I will stay and help you. 

The CHarrMan. This meeting stands adjourned subject to the call 
of the Chair. 

(Whereupon, at 4 o’clock p. m., the committee adjourned subject to 
call of the Chair. ) 

(The following additional statements and letters were submitted 
for the record :) 


STATEMENT OF NATIONAL COUNCIL OF JEWISH WOMEN, INC., IN SUPPORT OF THE 
ForeIGN AID PROGRAM 


The past decade since the effective conclusion of the Marshall plan in Europe 
has seen a tremendous sophistication in the understanding of the American 
people about the significance and effect of foreign economic aid. Nonetheless, 
we of the National Council of Jewish Women are submitting this statement in 
support of the program to your committee, because we recognize, as do the 
other supporters of the program, that there is much opposition to it still on 
various grounds, some good and some bad. 

Our experience as a nation these past years has taught us much about the 
effects of such aid and its meaning in terms of our foreign relations, which 
we did not know since we lacked the experience. We know that it can provide 
the way to recovery, to economic stability, to prosperity, which would be im- 
possible without it. We know that economic stability brings the possibility 
of political and social stability which would otherwise be lacking. We know, 
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in other words, that foreign economic aid is a potent force for good in the 
world and a powerful force, one that has results far beyond its cost. 

But the cost is there, and it is there in the form of taxes paid by the American 
people. And because we cannot pay endless taxes it means that sometimes, 
as in, for example, the development of waterways, it may be wiser—more 
beneficial to ourselves—to build a project in an underdeveloped country in Asia 
as against such construction in our own country; building the dam in Asia 
may bring such increased agricultural productivity and such great benefits of 
electric power as to make the difference between rising productivity, economic 
stability, and political security, and the absence of any of these elements re- 
quired for peace and freedom. What we have learned painfully and must con- 
stantly keep in mind is that peace and freedom are gained and won for us 
anywhere or lost for us anywhere; we are always involved directly. 

This is a time when American foreign economic relations are paramount in 
the legislative considerations of Congress and in the minds of the American 
people, in the foreign economic aid program and the trade agreements program. 
What relates these two programs is an underlying philosophy of foreign rela- 
tions which must be recognized and accepted if the United States is to retain 
its position of greatness, leadership, and power in the world. This philosophy 
accepts the need for balancing domestic and foreign interests when there is 
a conflict, and balancing them in terms of the total good of the United States; 
that is its good within its national borders and as a nation among nations. It 
is idle to repeat that the world has been drawn closer together, that it is no 
longer composed of separate nations living alone and apart, that modern com- 
munications and technological development have forced us together, if we fail 
to recognize that more than ever and in an increasingly difficult way, we must 
say with regard to developments affecting the peace and security of areas thou- 
sands of miles from us and thousands of years away from us in mutual under- 
standing, this must take priority, this must receive our aid at a cost to us, this 
involves us, in our efforts to assure peace and freedom in the world. 

Perhaps we have mistakenly separated the arguments for a foreign economic 
aid program into those which are political and those which are humanitarian. 
We in the National Council of Jewish Women feel very strongly that the 
humanitarian aspects of foreign aid, the help it gives to the desperate people 
longing for some way out of their desperation, are paramount as the basis 
for the program and should be clearly stated to the American people and to 
the world. But it is surely the truth that the political goals of peace and 
freedom, and the humanitarian goal of help to the downtrodden are part of 
the same total philosophy and outlook on life. The point need not be sharpened 
that the dictator and the totalitarian government of repression seek neither 
peace nor freedom and abhor humanitarianism. 

In conclusion, therefore, may we urge as strongly as is possible that you 
make every effort to achieve Congress’ approval of the appropriation for foreign 
economic aid requested by the President. The goals of the United States in 
today’s world make this urgently needed. 


STATEMENT ON THE 1958 MuTuaAL SECURITY PROGRAM ISSUED BY THE COMMISSION 
ON JUSTICE AND PEACE, CENTRAL CONFERENCE OF AMERICAN RABBIS 


The Central Conference of American Rabbis wishes to go on record in en- 
dorsing and in urging the passage of the mutual security program now under 
consideration by the Congress of the United States. We have by formal resolu- 
tion in past years repeatedly affirmed our support of this program. 

The sums to be spent on military assistance to our allies and to the friendly 
nations of the free world are indispensable to their security as well as to the 
defense of the United States, at least until some progress is made toward agree- 
ment on limitation of armaments. Even more important, from our viewpoint, 
are the economic aspects of mutual security, especially the $600 million requested 
for the Economic Development Fund. There is no more constructive and in 
the long run no more economical way to peace in the world than by helping 
peoples who need help to raise their present low standard of living. Moreover, 
as religious leaders we believe this to be the moral obligation of our country as 
a privileged Nation. 

Criticism of the program is now being more frequently and insistentiy heard, 
dealing with so-called waste and inefficiency in administration. The argument 
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is being advanced that in a period of economic recession we cannot afford to 
send aid abroad. These strictures are being directed more especially at the eco- 
nomic assistance sections of the legislation. We hope that the Members of 
Congress will not give heed to such ill-considered arguments. Errors in ad- 
ministration ean and, of course, should be corrected. Foreign aid is not an 
economic one-way street. Much of the money is actually spent in the United 
States and keeps men at work. Moreover, there is long-range gain in the form 
of increased foreign trade with nations better able to buy the goods we make. 
We, therefore, call upon the Congress to allocate without reduction the 
amounts requested by President Eisenhower, which are minimal in relation to 
the requirements of our security and of the needs of the other nations concerned. 


Jacos Purire RupIn, 
President, Central Conference of American Rabbis. 
SipNneyY L. REGNER, 
Eavecutive Vice President. 
LEON I. FEUER, 
Chairman, Commission on Justice and Peace. 
SELWYN RUSLANDER, 
Vice Chairman, Commission on Justice and Peace. 





STATEMENT OF PAUL W. THOMPSON, GENERAL MANAGER, INTERNATIONAL EDITIONS, 
THE READER'S DIGEST 


The Reader’s Digest appreciates this opportunity to endorse heartily the bill 
S. 3417, and to explain briefly its reasons for the endorsement. 

Each month more than 32 million Americans read the Reader’s Digest—and 
for each American reader we know there is at least one human being in another 
land who is also reading a copy of the Digest, in his own language. 

The circulation of the Digest abroad stands at about 9 million copies sold each 
month. All these are sold for local currency (and in the face of local competi- 
tion)—and in the case of about 8,750,000 of them we worry about the attending 
exchange problems, and by and large manage to solve them. In the case of the 
remaining 250,000 copies, the remaining 2.8 percent, we have recourse to the 
facilities offered by the informational media guaranty program. 

Two-point-eight percent doesn’t sound like very much; but for 250,000 copies of 
the Digest there are close to 1 million readers. And it happens that these read- 
ers are inhabiting (and influencing public opinion) in some very critical areas: 
Israel, Formosa, the Philippines, Turkey, Pakistan—and, shortly to come, Poland. 

Without the IMG facility we would do our best to continue to serve the readers 
in those areas; but at very best we would be able to serve only a small fraction 
of those now served. In most cases, but for IMG we would have to quit. 

We have an example in point, and I would devote a few moments to discussing 
it: the example of Israel. For years we have served the readers of Israel, with 
editions in the various mother tongues of the inhabitants of that country (prin- 
cipally, German, French, English). The Israeli currency accruing from those 
sales, and barely covering our costs, has been converted into dollars through IMG 
facilities. 

Under these circumstances, by 1958 Digest sales in Israel had leveled out at 
about 25,000 copies per month. This implies perhaps 150,000 readers per num- 
ber—and since there is considerable movement among magazine buyers, it implies 
that in the course of a year something like half a million Israeli citizens were 
reading at least a few numbers of the Digest. This means a reading audience 
embracing a large proportion of the adult reading public of the country and is, 
I submit, a significant and thought-provoking fact. 

With the reduction in funds available for IMG coverage affecting Israel, which 
reduction became effective with 1958, we have had no choice but to reduce our 
print orders for that country in direct proportion to the cut in funds. As a 
result, instead of 500,000 Israeli readers of the Digest, in 1958 the figure will 
drop, perhaps to 200,000. 

I understand and appreciate the considerations which led to the decision to re- 
duce the Israeli IMG coverage; and I believe in this as in all other plans and 
actions the prime consideration in a decision to expend governmental funds must 
be an assessment of the benefits to the Government resulting from the expendi- 
ture. However, I can’t but wonder if the savings effected by the reduction in 
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Israeli IMG coverage are commensurate with the disadvantages of cutting at 
least in half the reading time devoted in Israel to American-edited literature. 

Indeed there’s the chance that the Soviets might capitalize on the reading-time 
vacuum created by this sudden cut in the supply of American-edited literature. 
Our Israeli distributor has this to say about that possibility : 

“In this connection we would like to point out a few facts. Up to the autumn 
of 1956 there was a continuous flow of imported Russian publications into Israel. 
To be more exact, the Russian publications used to come in very large quantities, 
for instance Ogoniok weekly, between 1,500 and 2,000 copies; the daily papers 
Pravda and Isveztia which were sent by airmail were supplied at a ridiculously 
low price for 12 pruta per copy. If you realize that the local dailies are sold at 
140 Pruta per copy, you will easily grasp the significance. 

“Tf the curtailing of the IMG publications will result in a vacuum in Israel, it 
could be expected that the Russians will try to fill this. They have done so in 
numerous instances before, and they can easily do it again, simply by accepting 
a few Hebrew books and newspapers. Needless to say, all the influence and 
respect gained by the American publications would gradually lessen, and would 
probably be replaced by Russian influences. 

“In the American publications we read of the great developments which took 
place in the States, the present prosperity in the business world, the progress in 
building, science, etc., and the unrestricted travel. On the other hand, we hear 
and read about what is happening in Russia today, of the acute shortage of living 
accommodation, where 3 or 4 people are roomed together, and about the strong 
censorship, and of the terrorization which still continues. You will understand 
from this the great value of the American publications. We can say that if a 
strong and good feeling exists here toward the United States, it is certainly due 
to the influences of the American publications.” 

I'll close this reference to the case of Israel by suggesting that a review of all 
the facts and circumstances might—obviously I think surely would—lead to the 
conclusion that the IMG coverage for that country should in the interests of the 
United States be restored to the level existing up to 1958. 

T’li only add that Israel gets all this attention in my testimony only because it 
provides such a current and dramatic example of what happens when an IMG 
facility is not available. Just partly to balance the emphasis on Israel let me 
observe that the Reader’s Digest maintains an edition in the Arabie language, 
published in Cairo and incidentally published with faint prospects of ever so 
much as breaking even. 

Probably it’s belaboring the obvious, but I’d like to make clear that to an 
American publisher the IMG facility for conversion of a foreign currency into 
dollars does not in any way affect the other aspects of the business in question. 
The publisher takes the same care as in all his transactions to ensure that the 
selling price of his product to the public is fair, and that no exhorbitant or abnor- 
mal profits are made by any one connected with the transaction. 

In a case where the IMG rate-of-exchange ratio, dollars to local currency 
unit, is greater than the official rate (Israel has been an example) the result has 
been correspondingly lower selling prices to the public, not abnormal profits 
to publisher or distributor or retailer. 

Concluding, I venture to repeat an expression of conviction offered in answer 
to a question asked by your subcommittee during its consideration of this pro- 
gram last October: Entirely aside from the interest of the Reader’s Digest, I 
would unhesitatingly rate IMG as that program which returns the greatest 
dividends, in relation to its cost, of all the priority foreign programs of the 
United States. I would aver without reservation that from the point of view 
of the American taxpayer, the IMG program is worth its cost many times over. 
This statement will apply as long as it’s to the interest of the United States to 
maintain friends and allies abroad. 

And finally, may I record the high esteem in which we of the Reader’s Digest 
hold the USIA staff which has administered the IMG program with such 
efficiency, judgment and tact. And may I thank this committee for its patience 
in receiving this statement, and may I assure the committee of our readiness to 
provide any further information that might prove helpful. 


23578—58——50 
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STATEMENT OF D. T. BucKLEY, CHATRMAN, GOVERNMENT RELATIONS COMMITTEE, 
CoaL ExporTers ASSOCIATION OF THE UNITED States, Inc. 


My name is Daniel T. Buckley. I am assistant to the president of Castner, 
Curran & Bullitt, with offices located at 60 East 42d Street, New York City. Iam 
appearing in behalf of the Coal Exporters Association of the United States, Inc., 
in support of the President’s request as outlined in his message to Congress 
covering the program for mutual security for the fiscal year ending June 30, 1959, 
and which request is presently being considered by your committee, and is set 
forth in 8. 3318. 

There was a substantial increase in the overseas exports of bituminous coal, 
1957 over 1956, which increase amounted to approximately 10 million tons, and 
of this increase, 8,500,000 tons moved to the Continent of Europe, and the total 
shipments to Europe were in excess of 49 million tons. Total exports of bitum- 
inous coal in 1957 amounted to approximately 58 million tons. 

Exhibit No. 1 attached hereto sets forth by continental groups the tonnage 
that moved during the calendar years 1946-57, and the increased movement was 
occasioned by the fact that with the closing of the Suez Canal in November 1956, 
a considerable tonnage of coal moved to replace residual oil that had been 
burned in utility plants located on the Continent which were unable to secure 
sufficient oil to operate their plants. With the reopening of the Suez Canal and 
the resumption of normal movement of oil through the canal, late in the third 
quarter, coal that had been moved to various plants in Hurope was gradually 
replaced by residual oil, so that type of business is no longer available to the 
American exporter. 

The economy of Europe is still very strong and the continued movement of 
American coal is primarily in the coking, gas and metallurgical categories, and 
this movement continues because not only Europe, but the rest of the world, 
has an insufficient supply of this special purpose coal to take care of its require- 
ments, and it is not possible because of lack of coal reserves to develop mines 
that can produce the kind of coal they need for metallurgical purposes. 

The best evidence of the wide distribution of American coal is shown by my 
exhibit No. 2 which lists the total movement of bituminous coal by countries for 
the calendar years 1954 to 1957, inclusive. The interesting aspect of this vast 
movement is the fact that the financing of this coal, with the exception of Korea 
and Spain, and a limited tonnage for Yugoslavia, has been with free dollars 
rather than dollars financed by ICA. 

As we have pointed out in the past, the substantial economic aid that has been 
afforded the various countries in Europe over a period beginning with 1947, and 
extending through 1954, enabled the various countries to get on their feet and 
restored their economy to the extent that substantial purchases of United States 
coal were made by these countries at no expense to the American taxpayer. 

It is because of the phenomenal success of the mutual security program over 
a period of years, beginning with the Foreign Aid Assistance Act of 1947, that 
this association feels that the economic aspects of the mutual security program 
are most helpful and most beneficial to those countries who, at least temporarily, 
need such aid; and if we were to judge by the results achieved through the money 
we expended in Europe over a period of recent years, whatever expenditure we 
make for economic aid in the final analysis will pay big dividends, because as 
has been proven in the past, the recipients of such economic aid become substan- 
tial customers, not only for American coal, but for other commodities. 

There is attached hereto my exhibit No. 3 setting forth single vessel rates by 
months from January 1955 to March 17, 1958, to various ports on the Continent 
of Europe. An examination of this exhibit reflects the drastic drop in vessel 
rates on coal beginning with the high point on December 17, 1956, when the rate 
to Rotterdam was $14.85, to the low point of $3.08 as indicated in the week of 
March 17, 1958. This decline in vessel rates, which has been so disastrous to 
the American shipping industry, has had the effect of American coal being 
ne at a substantially lower cost than a year ago when rates were much 

igher. : 

The Coal Exporters Association feels very strongly, however, that the admin- 
istrative rule of ICA, which forces coal produced in the United States to compete 
with coal that is produced in other parts of the world, when the purchase of coal 
is financed by ICA, and this has been a very sore spot with respect to Korea 
where American coal is compelled to compete with coal that is shipped from 
Japan and Australia, and which coal can, of course, be delivered at a lower cost 
to Korea, should be revised. We do not think, considering the very serious 
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economie plight of the American bituminous coal industry, that the present ICA 
regulation with respect to “worldwide source of supply,” formulated by Mr. John 
B. Hollister, former director of ICA, in August 1955, should be applicable today, 
and we recall distinctly that in 1954 when conditions in the bituminous coal 
industry were very depressed, the President authorized the purchase of coal from 
those areas of distress irrespective of any other factor. In other words, such 
coal was purchased from coal districts who at that time were suffering very 
serious unemployment. 

The condition existing in our industry today is even more serious than in 1954, 
and we feel that your committee would be performing a very real service to 
the bituminous coal industry in having the ICA change its rules with respect 
to the purchase of coal financed with ICA funds to the extent that at least during 
this period of emergency in our industry, such coal be purchased from the United 
States bituminous coal producers. 

We are also presently confronted with restrictions that are being placed on 
the shipment of American coal to several countries in Europe, Belgium in particu- 
lar; and it has been indicated from articles that have appeared recently in the 
New York Times that the Bonn Government of Germany is considering a substan- 
tial reduction in its imports of American coal because of the excessive stocks of 
German coal presently on hand. The requirement with respect to Belgium 
stipulates that licenses will be issued by the Belgian Government to cover only 
that coal for which long-term contracts are in effect, and as to Germany, while 
there has been no definite stipulation with respect to the procedures they may 
follow, it has been indicated by the chief of the German miners’ union that the 
Bonn Government should take the necessary steps to reduce the imports of 
American coal substantially from its present levels. 

In conclusion, it is our opinion that coal will continue to play a very important 
part in world economy, and we sincerely believe that economic aid as proposed 
by the President should be continued on the basis of his recent request, because 
we believe that beginning with the Foreign Aid Assistance Act of 1948, the 
various programs since that time, as set forth in legislation enacted by Congress, 
designated as the Mutual Security Act of 1954, have been most beneficial to those 
nations of the world. 


Exnureit No. 1 


United States overseas exports of bituminous coal by continental groups, years 

















1946-57 
{Net tons] 
North and South 
Year Central America Europe Asia Oceania Africa Total 
America ! 
415,400 | 1,722,600 | 16, 074, 200 201, 500 37, 500 877,700 | 19,328, 900 
773, 400 | 2,866, 300 | 36, 703, 200 311, 000 107,500 | 2,057,400 | 42,818, 800 
375, 400 | 1,867, 100 | 16, 092, 800 765, 200 » 2 960,700 | 20, 087, 400 
148, 300 818,700 | 8,681,800 | 1,395, 100 3 611,800 | 11, 744, 300 
109, 600 1, 303, 100 794, 000 147, 200 : 105, 400 2, 459, 300 
138,100 | 3,016, 200 | 27,925,500 | 1,889, 200 11, 200 918,300 | 33, 898, 500 
111, 700 2, 275, 100 | 20, 676, 500 3, 052, 100 | 29, 100 541, 100 26, 685, 600 
113, 761 1,746,982 | 8,311,720 | 3,915,073 ge 88,692 | 14,176,128 
110,298 | 1,384,745 | 10,471,238 | 3,048, 578 113, 933 | 15, 128, 792 
102, 37 1, 447, 121 | 28,687,525 | 3,725, 860 138,029 | 34, 100, 911 
60,414 | 2,820,842 | 41,155,982 | 3, 508, 570 313,216 | 47, 859, 024 
83,848 | 2, 268,425 | 49,632,778 | 5, 673, 339 | 271,056 | 57, 929, 446 








1 Excludes Canada, 
Source: U. 8. Department of Interior, Bureau of Mines. 
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BExursir No. 2 


United States exports of bituminous coal by countries of destinations and by 
continental groups, years 1954-57 












































[Net tons] 
1954 1955 1956 1957* 
North and Central America: 
SPILT cleeiah do 2b22 ahs beddeu- dak eed 595 1,911 2, 350 1, 134 
IGE en ahd oh 554 cnet ang<ants~prdhne its} idebbd-ubbe 25 BE An ances cyebinic = 
f NE tts then te a ondstdin’ 6 bcing cereal 39, 278 30, 764 27, 813 30, 905 
Dominican Republic... ....-.....--.------ 75 75 548 180 
RS ee OP test beets. 45 20 
RD, TE FIO iia ced pie ene eric ncoe~ 1, 303 3, 304 2, 249 1, 259 
aint nak alah tabiinhs dhtuenies snaps tecenmpnbi os OE ease bisis ae 2, 264 
RII a Wid lodndwcbuntabsedabccaccene 150 190 = 120 
Rs saat. hited (dG ds Gen Bik - des > 25 90 50 
Ce th 8 te 14, 451 12, 631 468 | 51 
RL RE pl eee is 51, 815 45, 478 1s 250 45, 603 
: Panama, Republic of-.....-...-----..------|--- Abed innnhs Me tsi .e8s. 25 
Trinidad and Tobago- -......-.-.....----- 2, 566 3, 398 1,975 2, 287 
i Leeward and Windward Islands-.-..._....|-----..----.-- 5, 412 |. vit-icnbon 
Total, North and Central America_------ 110, 298 107, 788 60, 414 83, 848 
South America: 
Ot fecal. Cac cuk cavenusdemnenes : 8, 795 64, 743 1, 512, 436 914, 006 
DELS. StU. ddan dbl atebitos iontbstetadiben . 13, 538 14, 454 1, 208 
ks oben kn ndcakb eae sudcen sche 1, 073, 991 1, 115, 433 969, 383 1, 059, 802 
ed tilled 214, 379 139, 285 222, 819 194, 333 
SE SE elena oles nino IUGR LS BR ai Lied Bel tapietaeat ot tly op Sled le 
| Members 6.05. sd SS ek sue Ste HILLS. 2222 | 112 
, grees SaSURGRURSLIA shee teed Red Sas eee. jazetny het .£ Misc ; 
i Peru dbksies anit nM kkebe = rene ~ tide lean stir 3, 390 
{ Surinam (Netherlands Guiana) -..__----_-- 4, 413 2, 689 |....- ere ta wrslacse 
; Umer RL SOUS. Hie OL 83, 066 111, 433 101, 634 95, 564 
. nezuela.....--...- celta wh-ithptedhe cpu gy ele abs Whit iwepeandedecu 52 15 
Total, South America. -.----_--......-.---- 1, 384, 745 i; L, 447, 121 2, 820, 842 2, 268, 425 
Europe: 
Oia he Scand Bech Sein tacbixbushaswesk 421, 543 809, 807 1, 353, 150 | 1 952, 330 
CONOR 6 ost ns biases J. 32k asbbbi se SS MUU Ase ddie deh db ba dede as PebLT ISS BOL 2, 390 
Belgium and Luxembourg--..----.---.----. 265, 118 1, 142, 452 1, 858, 989 2, 146, 214 
Denmark and Faroe Islands__........----- 224, 622 357, 752 363, 954 532, 384 
nid sem bina tna oumics nan indeed 9, 284 188, 772 421, 773 | 216, 716 
en de iach lies agin em ead 68, 861 1, 016, 888 6, 589, 043 | 7, 092, 989 
Germany (w Pio subse aGelieeck oe 1, 383, 979 6, 672, 173 10, 243, 077 i i 546, 486 
icines Gh dd Lingnk boi bcd hae liek cele athe ste btenn all ee 22, 355 23, 663 22, 305 
' TS i 30, 849 151, 934 127, 613 212, 043 
; ower cee cieale eliel cas aah tin cate ado se teoaeccaneniglailetteeaiar mat iteiiaialren et ‘ 167, 819 
i Es diosa Rete ana ocaien stapes a = - 6, 417 7, 180 8, 447 
{ Ital mr ee rere ne reree laksa 3, 542, 830 6, 056, 130 7, 556, 640 8, 750, 820 
; NN dink ecmes 1, 944, 583 4, 623, 496 6, 593, 850 2 8, 062, 538 
3 Norway.....----- hin Salesian ene -tine Amaia aint “ 206, 827 459, 956 392, 258 | 359, 439 
4 Ne eee eo sntiews en gaeneee scaidtded hike ae os Serato 85, 388 
SEE Sofi sel org ok es 41, 849 76, 317 204, 153 303, 744 
REE eee 275, 236 433, 096 358, 707 757, 629 
a i RNS all Si ead arm expesede cies tum 429, 676 656, 223 903, 947 1, 282, 666 
Reeds 30 ES ecu te late 3 194, 186 58, 552 266, 989 1 402, 483 
8 as, coliek cnanhiw ne aes a ee eb 242, 511 378, 7! 9 i 8s 648, 835 
United Kingdom.. idl Eapeeaiee a dmess saint neler 461, 091 4, 858, 067 754, 117 11, 748, 879 
SI ee oe a ee eee 728, 193° 690, 284 136. 302 510, 234 
Total, Europe------ wane nen ne nnneneee| a n 471, 238 28, 659, ee. 41, 156, , 493 | 49, oa, eos 
Africa: 
EAALS, &, bib cap bcc Atades tne ces clatlehs ication ais abbas been eppnuhan set etapa anihilal cn mie 58, 097 138, 928 
ie oe tk tbe Ske cbbbabhinna seis 56, 462 65, 302 128, 763 3 26, 125 
Belgian Congo___-____.-.--- ea 16, 409 SAGE Ribsuiluussts FesdeatswlGten 
EEE eee Leda deraanatck whined SG Thuis sc caeeces 
SRE SE eee ce tdeanuaoatae 12, 830 8, 375 12, 382 
OS Eee pike Gutbla a Bctmnnaieniiens 30, 519 31, 772 49, 454 34, 810 
ee nin deme macianba ine wsamnsinn 10, 543 |...-.-- keen 3 rr eee ; 
nl imcoseah seiaig Eiki CURT a oan 22, 316 11, 496 
RR ny ok ee. fe nbke be cde Pabbabawe vatata eS ee ee ee 
A in neeemsacan’ cee a ake 
seed cainbaenrediiewrcae aed 14, 416 | 32, 159 
Madeira ahaa sw cncesutckcs~thhecadod bs adidbhnsck ive 1, 680 4,149 1, 350 
PAs odete odtnwtcw thd tides Antic ébbiidieadslsina dba cibhies ee 11, 340 13, 806 
I ai in ctlcemntcisin ined aeek naieie-nm 113, 933 132, 617 313, a8 6| a 
See footnotes at end of table. 
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United States exports of bituminous coal by countries of destinations and by 
continental groups, years 1954-57—Continued 














1954 1955 1956 1957* 

Asia: 
India____. + oe ¥ SS See i 5 13 
PON 55h St i a ta. 14, 536 45, 409 47, 695 44, 170 
OGL Oe POMCUNES,. 6.65- snc dpinccendans 1, 290 795 2, 259 1,903 
ea Sil psa Se ae at MMe, 2, 921, 144 2, 760, 495 3, 178, 329 4, 872, 589 
eee were. a ee 111, 608 919, 129 280, 257 754, 645 
Pen ee is. ole eo I ee Rk ee 25 19 
Afghanistan ..._. ib 3+ 0h Cndep hbkt noche ends tOpaecy eae GON th oie oid 4b ~ Shad tet istets 
Total, Asia____- Met Pe 3, 048, 578 | 3, 725, 860 3, 508, 570 5, 673, 339 
SAGA Srthcp-o revere nie poceein 2, 160 | 3, 100 32, 880 2, 790 
Grand total bituminous coal exports__--_- 15, 180, 952 | 34, 075, 866 47, 892, 415 57, 932, 236 

| 





! Excludes transshipments through the port of Rotterdam. (See footnote 2.) 

? Approximately 45 percent of the tonnage exported from the United States in the period Jan.—Oct. 1957 
was transshipped to other European destinations—Austria, France, West Germany, Switzerland, and the 
United Kingdom. 

3 Includes shipments to other Western Portuguese Africa, not elsewhere classified, and Northern Rhodesia. 
*Preliminary figures. 
Source: U. 8. Bureau of Mines. 


Exuisit No. 3 


Single-trip vessel rates on coal from Atlantic ports by months from January 1955 
to Mar. 17, 1958 


(Per gross ton] 























| 
Discharge Bordeaux- |Discharge| Savona, | Discharge 
Rotterdam rate Dunkirk rate Genoa, rate 
range Naples 
Vessel rates Tons Vessel rates Tons Vessel rates Tons 
1955—Jan. 17 5 $7. 45-$7. 80 3,000 | $8. 30-$8. 80 1,500 | $7. 60-$7. 85 3, 000 
PEE 7. 90- 8. 50 3, 000 9. 00- 9. 50 1, 500 8. 00—- 8. 50 3, 000 
Beet, M8 i 25. iti k.catinn. | 6. 75- 7.15 3, 000 7. 50- 8.00 1, 500 7. 50- 8.00 3, 000 
> _ ee aa 6. 85- 7.10 3, 000 7. 75— 8.25 1, 500 7. 50- 8.00 3, 000 
ON la iS cater ws en tei all 7. O- 7.75 3, 000 8. 45- 8.95 | 1, 500 8. 05- 8. 55 3, 000 
June 13...-. ads tee 8. 15- 8. 50 3, 000 9. 25- 9.75 1, 500 9. 00- 9. 50 3, 000 
AD Mba tathds sh tvek 8. 50 3, 000 9. 50 | 1, 500 9. 00- 9. 50 3, 000 
Es Dad tgehiny tte an - 8.10 3, 000 9. 20 | 1, 500 8. 75- 9.00 3, 000 
. Of Jo 9. 40 3, 000 9. 70 | 1, 500 9. 50 3, 000 
OO Mision 2. csss ane 10. 00 3, 000 11.10| 1,500 10.00 3,000 
et), See mr | 8.85 3, 000 10. 00 1, 500 9. 50 3, 000 
Bs bowie ent wwe | 9. 20 3, 000 10. 40 1, 500 9. 25 8, 000 
1956—Jan. 16...---- a 9. 90 3, 000 11. 05 1, 500 9. 95 3, 000 
Pen 19.2... 9.70 3, 000 10. 80 | 1, 500 9. 95 3, 000 
) SS eee 10. 10 3, 000 11. 25 | 1, 500 9. 95 3, 000 
Apr. 16_- 10. 60 3, 000 11. 65 1, 500 10. 25 3, 000 
May 14. 11.10 3, 000 12, 20 | 1, 500 10. 75 3, 000 
SMO BBL asta bs Wonte sola j 10. 65 3, 000 12. 20 | 1, 500 12. 00 3, 000 
Se Gkke iss thd ~ Gan 9. 80 3, 000 | 10. 90 | 1, 500 10. 25 3, 000 
SA Bile i ectiddend ai nndhl 9, 80 3, 000 | 10. 90 1, 500 10. 75 3, 000 
RS Bit bbs <i e mite «5am 9. 80 3, 000 19. 65 2, 000 10. 75 3, 000 
WR Eine cdecdodiabtet 10. 35 3, 000 11.20! 2/000 11, 00 3, 000 
Dees est. 4945-5.<80 ‘ 12. 60 3, 000 13. 60 2, 000 13. 50 3, 000 
BIO 30 bhiglhawn ches 14. 85 3, 000 16. 10 | 1, 500 15.90 3, 000 
1957—Jan. 14__ ; 20 14.15 3, 000 15. 25 1, 500 15. 40 3, 000 
POD, th <s<n- : coral 13. 60 3, 000 14.85! 1,500 14. 40 3, 000 
PEE LOR 6 cA coaetvans) 9. 80 3, 000 10, 80 1, 500 10. 50 3, 000 
OME hehe inate we anol 9.10 3, 000 10. 10 1, 500 10. 25 3, 000 
BE Blede ae wae estes 7.15 3, 000 | 8.00 1, 500 8. 00 3, 000 
OE Fis bis Atos s 6.72 3, 000 7. 56 1, 500 7.00 3, 000 
SUN Bs a bceckan & ; = 5. 95 3, 000 6. 65 1, 500 | 7.00 3, 000 
Be nccewdsacas a 4.13 3, 000 4. 69 | 1, 500 5. 00 3, 000 
OE ea 4.13 3, 000 4. 69 | 1, 500 4.75 3, 000 
Oot. 14....~4:: at43) 5.18 3, 000 5.95 | 1, 500 | 5. 40 3, 000 
Nov. 18__-- ‘nel 4. 34 3, 000 5.11 | 1, 500 5.00 3, 000 
BO, ie sedeen a 4. 34 3, 000 3. 72 | 1, 500 | 4. 35 3, 000 
1958—Jan. 13... 4.20} 3,000 3.50} 1,500 4.15 3, 000 
Feb, 17... -- 3. 36 3, 000 4.06 | 1, 500 4.00 3, 000 
Mar. 17. 3. 08 3, 000 | 3. 78 1, 500 3. 90 3, 000 





Source: W. W. Battie & Co., Inc., Coal Trade Freight Report. 
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STATEMENT BY MAJ. GEN. George OLMSTED, USAR, PRESIDENT, INTERNATIONAL 
BANK OF WASHINGTON; PRESIDENT, FINANCIAL GENERAL CORPORATION, NEW 
York 


I appreciate the opportunity to appear before your committee today to discuss 
with you certain aspects of the mutual security program. It is indeed a pleasure 
to return as a private citizen before the Foreign Affairs Committee. I have the 
most pleasant memories of the many times I was here during the period 1950-58 
in my then capacity as Director of Military Assistance for the Department of 
Defense. In those days we all were pioneering the concept as well as the pro- 
cedures and requirements for the best type of mutual security program. The 
members of this committee and the very able staff, through their wisdom and 
understanding, have contributed greatly to the progress that has been made 
to date. 

The fact that I am appearing today as a witness is evidence of my continuing 
interest in and support of the mutual security program. All of us would like to 
do the job better if possible. I am here as a private citizen representing only 
my business associates and myself, in order to offer a suggestion which I hope 
will be helpful. 

The program I am about to discuss will assist us to pass from the defensive to 
the offensive in the economic cold war. This plan will permit the benefits of our 
assistance programs to filter down to the individual and the small-business man. 
In brief, I am going to outline what we might refer to as an international Morris 
Plan type operation, wherein local private money and management can join with 
American private money and management to bring consumer credit to the people 
at reasonable interest rates. 

We are all aware that industrial development, in the form of mass production 
in this country has been possible only because there has been mass buying power. 
We are aware, too, that mass buying power exists only because there also exists 
mass credit. Were it not for our consumer credit system we could never maintain 
our present capacity to consume, a capacity which must be maintained and 
increased if our capacity to produce is to grow and prosper. These points are 
simple and fundamental. 

However, in the field of economic assistance abroad, to date we have paid little 
if any attention to these basic truths. There are five great pools of capital in 
Washington whose objectives are to develop and stimulate the economies of 
friendly nations. I speak of the World Bank (IBRD) and the International 
Finance Corporation, both multilateral, and the Export-Import Bank, the Inter- 
national Cooperation Administration, and the Development Loan Fund, unilateral 
United States’ programs. All of these organizations are performing useful func- 
tions but by their very nature they must limit themselves to the larger transac- 
tions. They tend to operate more freely on the government-to-government level 
rather than through the channels of private enterprise. Other than public works, 
their activities relate almost wholly to stimulating the capacity to produce. I am 
not aware of any comparable emphasis on stimulating the capacity to consume, 
an essential corollary if the economic development programs are to succeed. 

Let us remind ourselves for a moment of the true purposes of the mutual 
security program. We want to preserve and improve the good things in our way 
of life. We want to assist less privileged peoples along the path of security, 
progress, and happiness. By so doing, we hope to improve our own security, 
progress, and happiness, and to brighten the hope for world peace. We believe 
the success of the program will demonstrate the superiority of the free enterprise 
economic system and the democratic political system over the systems which 
communism has to offer. 

But if the program is to succeed, its benefits must filter down to the individual 
and to the small-business man. This is both an economic and a political must. 
This is an attainable objective within the present laws and the presently avail- 
able funds. All that is required is a plan and an expression of the intent and 
desire of Congress. 

As I mentioned earlier, our plan is to establish an International Consumer 
Credit Corporation which in turn would establish in various countries a series 
of Morris Plan-type companies. In each country, private capital and manage- 
ment, both American and local, would participate, preferably on a 50-50 basis. 
As you doubtless know, the Morris Plan companies in this country over the past 
half century have loaned many billions of dollars to individuals and small- 
business borrowers. The interest rates have been modest and the credit losses 
spectacularly low. In addition, through the sale of time certificates, individual 
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savings have been encouraged, with a favorable return and no losses, even in 
the days of the bank holiday. 

One of the fundamental concepts of the mutual security program is the en- 
couragement of private American investment in foreign countries, and toward 
this end I can assure the committee that substantial private American interests 
are available to implement such a program. For example, the International 
Bank of Washington, a private institution of which I am president, and the 
Morris Plan Corp. and others are prepared to subscribe the necessary capital to 
form such an International Consumer Credit Corporation. Present overseas ac- 
tivities of such sponsors afford contacts with local investors who can be helpful 
in providing local capital and management. Required American management 
and trained personnel can be recruited from the consumer credit companies in 
this country and moved abroad as necessary. 

Each local company will be prepared to function with dollars and local cur- 
rency as well, with due regard to local laws and exchange limitations. If 
either are too restrictive in a specific country, no activity will be initiated there 
until the situation is remedied. The sale of local savings certificates will be 
encouraged. 

Up to this point I have merely outlined the pattern of the formation of a 
series of consumer-credit companies in the international field, a pattern that has 
been repeated domestically many times and over many years. But there is one 
important difference. A consumer credit company to earn profits and grow 
must augment its own capital by bank lines of credit which enable it to do a 
much larger volume of business. Domestic companies have access to such 
bank lines. However, up to now, United States banks have been very reluctant 
to loan on consumer credit paper emanating from abroad. Someday this situ- 
ation will change. In the meantime, other sources of credit must be found; 
otherwise the enterprise does not offer satisfactory prospects for success. 

It is at this point we see the opportunity to create the ideal relationship 
between Government and business where, for the time being at least, the co- 
operation of both will be required. Each can perform a useful function for 
itself and for the other. 

Fortunately the sources of credit already exist both here and abroad. In 
the United States the recently created Development Loan Fund has dollars and 
abroad the counterpart and Public Law 480 funds are available. The technique 
would be for each local company to sell subordinated debentures for dollars to 
the Development Loan Fund and for local currency to the local counterpart or 
Public Law 480 funds. Ultimately, when United States or local bank lines of 
credit become available, the debentures, which would be subordinated to them, 
might be reduced or retired. At all times, the initial investment by the man- 
agement would be junior to and provide a margin of safety for the debentures. 

It is impossible to predict how fast this program can be developed, or what 
its needs for debenture money might be. Certainly, only a very small per- 
centage of the existing funds could be safely employed in the next 2 or 3 
years. As the program develops, its debenture needs would tend to increase 
until satisfactory operating experience could attract bank lines. 

We would expect that credit losses would be higher generally than in the 
United States. We would also expect interest rates to be somewhat higher than 
here but definitely lower than what is now being charged for the limited credit 
available in many countries. 

It should be noted here that the exorbitant credit charges prevailing in most 
underdeveloped areas provide probably the greatest economic obstacle to the 
healthy growth of private enterprise and free competition. Capital is concen- 
trated in the hands of a few trading firms and money merchants; and interest 
rates to outsiders of 3 to 5 percent per month are common. Few of our coun- 
try’s corporate success stories would have been written, if entrepreneurs had 
been faced with annual interest rates of 40 percent, 50 percent and higher, on 
the capital they borrowed. How can we expect private enterprise to flourish 
abroad under credit conditions which would destroy our economy at home? 

The ancient art of moneylending as practiced in these regions also works 
against our social ideals and our political convictions. It artificially restricts 
trade and blocks competition, except among the moneyed few. It therefore 
works to maintain the broad gap between the haves and the have-nots in these 
regions, effectively preventing the existence of an economic middle class. It 
gives substance to the Communist propaganda that our assistance programs 
benefit only the rich and ignore the little fellow. 




















782 MUTUAL SECURITY ACT OF 1958 


For all of these reasons I repeat the ability to consume must go hand in hand 
with the ability to produce, otherwise our economic assistance program is self- 
defeating in the long run. If we pioneer this program successfully, we would 
hope and expect other United States consumer credit organizations would en- 
ter the field in competition with us. We would hope too that many countries 
might initiate or stimulate such activities on their own. The magnitude of the 
task and of the opportunity is staggering. In our judgment, the ultimate success 
of our United States economic aid program will largely depend on increasing 
the capacity of the people of the free world to consume. The essential prerequi- 
site is to make consumer credit available to them. 

I am not proposing to this committee any change in the legislation or author- 
ization of funds for such a program as I have discussed, since in all proba- 
bility the authority already exists. However, I hope you will feel the concept 
ot establishing consumer credit facilities abroad is deserving of the attention 
of this committee. If the committee is of the opinion that the suggested program 
I have discussed has merit and deserves a place in the overall mutual security 
picture, its expression of such opinion would be most important to those of us 
who would be interested in implementing these concepts and working with the 
Development Loan Fund and the International Cooperation Administration 
toward attaining this end. 

Thank you again for this opportunity to appear before you. I shall continue 
to share with you the conviction that the mutual security program is of the 
greatest importance to our country and the free world. 


BALTIMORE, Mp., March 21, 1958. 
Re your letter naming April 2 as a hearing date for my appearance re state 
of the Nation externally. 


COMMITTEE ON FOREIGN RELATIONS, 
United States Senate, Washington, D.C. 


GENTLEMEN: I find that I shall be engaged in court on that date, which will 
make it impracticable for me to appear at said time, hence I am submitting 
a few thoughts, some of which will not be agreeable in the present state of war- 
psychosis : 

(1) Our so-called leadership has about wrecked the western world, as well 
as having headed our white race to destruction, by the breaking up the western 
empires, and the building of a Frankenstein monster in the East. See edi- 
torial, Evening Sun, June 30, 1956, referring to the celebration of the birthday 
of the old rascal, Genghis Khan, and noting that the Soviets were not present, 
etc., entitled ‘“‘Dangerous Hero.” 

We built up Red Russia and are now reaping the harvest, unless we can 
see in the actions of Khrushchev a disposition to evolute, rather than revolute, 
as based on the tremendous advance in education of the people, which en- 
abled him to denounce Roosevelt’s Uncle Joe and Truman’s good old Joe from 
the party, something that one could hardly believe when he saw it in the press. 
He has also said that he has in mind the establishment of an independent 
judiciary, which would be the biggest step forward possible, and he has already 
loosened up on housing and farming items, according to the press, all of which 
indicates to me that there should be a general meeting and see what would 
come out of it. My fervent hope is that we can stop this baiting each other and 
redeem the Reds from their building up the East and forcing us to compete in 
doing so, something that is anathema to me, in view of my above belief. 

(2) Re our aid program: Where do you all think it will eventually land 
us? I suppose you know that every dollar of real value is obligated. The 
best estimate that I have seen of total value, with all the hot air in it, is $800 
billion, and against that there are $700 billion of liabilities and obligations, and 
it sort of nauseates me when I see the word “prosperity” in the press, and that 
we are the richest Nation in the world, even if we, in the words of Roose- 
velt’s economists, owe it to ourselves, the foulest and stupidest utterance pos- 
sible on the subject. We seem to have self-hypnotized ourselves into a state 
where we believe what we want to believe, imitation Humpty Dumpty re mean- 
ing of words. 

(3) Another unpalatable thought: I am not sure how far there is a desire 
to turn off this cold war, as it is more or less obvious that when it is done, 
the public will want to cut off a lot of the military expenditures, which, in 
the end, will throw a lot of people out of work and thereby aggravate the exist- 
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ing unfortunate condition. This is a bad thought, but I simply cannot eliminate 
it when I look over the field. I would like someone to point out how long we 
can compete with the Reds on the basis of our present actions, in view of what 
is said in (2). You will recall that Lenin said he would make us spend our- 
selves broke—so think this over when we ship so many billions out of our coun- 
try. So, as a world leader I think we are like the proverbial bull in the 
china shop, as we have raised up more trouble than we have allayed. Note 
Israeli, Egypt, ete. 
Yours respectfully, 
GEO. WASHINGTON WILLIAMS. 


P. 8.—Please submit this as my very epitomized statement. 
G. W. W. 





F. W. DopcE Corp., 
New York, N. Y., February 26, 1958. 
Hon. THEODORE F’. GREEN, 
United States Senate, Senate Office Building, 
Washington, D. C. 

DEAR Mr. GREEN: As you know, hearings are now being held by the Foreign 
Relations Committee of the Senate, the Foreign Affairs Committee of the House, 
and the Joint Appropriations Committee regarding requests by the United States 
Information Agency to increase the revolving fund allocation for the informa- 
tional media guaranty program. 

As book publishers, we have an obvious self-interest in the progress of the 
IMG program. Beyond this, however, lies our deep conviction of the funda- 
mental value of this program to United States foreign relations. Widely cir- 
culated books from the United States are tangible evidence of the progress in 
every area of human endeavor that has been made possible by our democratic 
way of life and government. The penetration of these books into many areas 
of dollar shortages has been made possible only by the assistance of the IMG 
program which makes dollar exchange available. 

The tremendous need for practical books abroad is demonstrated by the fact 
that while the United States publishing industry collectively exports about 5.5 
percent of its total production, publishers of technical, professional, and scien- 
tific works exceed this average by a wide margin. For example, our own ex- 
ports in 1956 and 1957 accounted for over 16 percent of our total sales, or 3 
times the industry average. 

The books which we publish on architecture, engineering, and construction 
can be divided roughly into two categories: Those which survey in text and il- 
lustrations the various types of recent United States construction such as houses, 
churches, industrial, and commercial buildings, hotels, motels, and others; and 
those which provide practical, technical data on architectural design, engineer- 
ing, construction, and other related practices. 

Books in the first category give to foreign readers a concrete and vivid pic- 
ture of United States proficiency—practical and esthetic—in building. We 
know of no better demonstration of United States building leadership and high 
standard of living than books of this sort. Books in the second category provide 
foreign architects, engineers, and other building specialists with highly useful 
data to help them do a better job of design and building in their own countries, 
many of them economically depressed and, as a result, ripe targets for total- 
itarian pressure and infiltration. 

We know this type of information is being put to use in many depressed areas 
struggling by their bootstraps to raise their standards of living. As taxpayers, 
we are happy to point out that books are the most economical means of technical 
assistance that can be offered anywhere. 

We believe the IMG program deserves special merit for several additional 
reasons. It is not an outright giveaway. The ultimate user of any book pays 
for it with his local currency; hence, he is careful to select only what is useful. 
Because of this, our country is not in a position of giving unwanted or imprac- 
tical aid. Our assistance reaches the person for whom it was intended in a 
manner which assures its being used. 

We are convinced that the IMG program is one of the most practical, effective, 
and economical methods of foreign aid ever devised. We urge you to support the 
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worthwhile recommendations of the United States Information Agency regard- 
ing continuation of the IMG program, and to support the appropriation of addi- 
tional funds needed to carry on this valuable program. 
Very truly yours, 
HERBERT W. BELL, Manager. 


SenAtTOR THEODORE IF’, GREEN, 
Chairman, United States Senate, 
Committee on Foreign Relations, Washington, D. C. 


DEAR SENATOR GREEN. I appreciate the opportunity to submit the following 
statement on behalf of Time-Life International, respectfully urging the support 
by Congress of 8S. 3417 which provides for continued annual appropriations to 
restore the capital fund used in carrying on the informational media guaranty 
program. 

The international editions of Time and Life have a combined circulation of 
more than 1,150,000 copies per issue. Reaching every country, territory, and 
possession of the free world through normal commercial channels (individual 
subscriptions and general newsstand distribution and sale), the international 
editions help project the United States, its democracy, philosophy, and point 
of view. With less than 7 percent of total circulation included under the IMG 
program (and this in countries of virtually no business interest to our adver- 
tisers), the IMG program is of relatively little commercial importance to our 
operations. But it is vitally important to our journalistic mission of reporting 
to all the world the news of our times as seen from the American point of view. 

As brought out in the hearings before your consultative Subcommittee on State 
Department Organization and Public Affairs in October 1957, and set forth again 
in the subcommittee’s report in January 1958, the informational media guaranty 
program provides the only means by which American publications can continue 
to circulate in a number of countries of critical importance to the United States 
in the East-West ideological struggle. Without an IMG program of adequate 
scope and financing, it is probable that virtually no United States publications 
would be available to the public in such countries as Philippines, Taiwan, In- 
donesia, Vietnam, Pakistan, Israel, Turkey, Yugoslavia, Spain. 

The IMG program thus is of crucial importance in carrying out in the above 
countries the stated national policy that the United States informational effort 
overseas should be carried on to the fullest extent possible through normal 
circulation of private-enterprise mediums.’ 

In the majority of these countries the IMG program operates as a revolving 
fund and hence represents no cost to the Government, paying for itself out of the 
local currency receipts arising from sale of informational media to the people 
of those countries. In the few instances where the program cannot operate 
as a revolving fund because of exchange rates or restrictions established by the 
government of the other country. The cost to the United States is still only a 
comparatively small sum both in relation to total foreign aid costs and in 
relation to the informational impact of the program in those countries. As 
brought out in the subcommittee report, IMG is one of the least costly programs 
conducted by the United States abroad and is beneficial far out of proportion to 
its cost. 

We wholeheartedly subscribe to the recommendations of the subcommittee’s 
report and to the intent of the enabling legislation now pending before the 
Congress. As generally recognized, there are a number of situations existing 
now or likely to arise in future, where it is in the national interest to make possi- 
ble a flow of American publications into dollar-short countries of political im- 
portance to us. Without the informational media guaranty program this ob- 
jective would be impossible to achieve; circulation of United States publications 
would cease and in the resulting vacuum Communist publications would be vir- 
tually the only reading material available (as was the case for instance in Israel] 
prior to establishment of an IMG program). 

At the present moment, in fact, circulation of United States publications once 
again has largely ceased in both Israel and Turkey—due to the (hopefully only 
temporary) cutback of the IMG program in those countries by administrative 
action of the United States Information Agency. The cutback ordered in an 
effort to reduce the loss in IMG operations in those countries, has reduced circula- 


1U. S. Informational and Educational Exchange Act of 1948, sec. 1005 (Utilization of 
Private Agencies). 
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tion of United States publications to a fraction of the normal previous demand. 
It is our opinion that the decision as to levels of IMG operation in such politically 
important countries as Israel and Turkey should be a subject for congressional 
consideration, not left entirely to decision by administrative action. 

In conclusion, may I cite the final paragraph of the subcommittee’s report of 
last January: ‘The subcommittee urges that the informational media guaranty 
program be continued as an important adjunct to the information program. 
It has been a worthwhile undertaking which deserves further support by the 
Congress until foreign exchange is freely convertible everywhere.” 

Sincerely yours, 
Epe@arR B. BAKER, 
Managing Director. 


New York, N. Y., March 27, 1958. 
Senator THEODORE FRANCIS GREEN, 
Chairman, Committee on Foreign Relations, 
Senate Office Building, 
Washington, D. C.: 


We ask that the following statement be inserted in the record of hearings 
on foreign aid: The National Economic Council, Inc., with members in all 
States, urges the drastic reduction of foreign aid. No aid whatever should be 
extended to any country not known to be definitely on the side of the United 
States. We should reverse our foreign policy and in all cases place the inter- 
ests of the United States first even above those of the so-called free world. It 
is tragic to see millions of our money and resources going to Poland, Yugo- 
Slavia, and India which certainly would side with Soviet Russia in event of 
war, while the amounts going to Spain, the only large country that ever de- 
feated communism in war, are small and inadequate. Mr. Dulles says foreign 
aid makes thousands of jobs, but if the same amount stayed in our pockets to 
spend it would make more jobs for it would be spent more judiciously. The 
vast outpouring of foreign aid is a major cause of the current depression, 
for our national resources are by just so much depleted. The United States 
has had a long series of economic and diplomatic defeats ever since 1945. 


MERWIN K. Hart, 
President, National Economie Council, Inc. 


HARVARD UNIVERSITY PRESS, 
Cambridge, Mass., March 31, 1958. 
Hon. THEODORE F. GREEN, 
Chairman, Foreign Relations Committee, 
Senate Office Building, 
Washington, D. C. 


DEAR SENATOR GREEN: I understand that the Senate Foreign Relations Com- 
mittee is to hold hearings on April 2 concerning 8S. 3417, and particularly Sen- 
ator Mansfield’s amendment to that bill regarding the informational media 
guaranty program. I hope that this statement of mine may be incorporated in 
the record of the meetings. 

In October of 1957 I had the privilege of appearing before Senator Mansfield’s 
subcommittee on the IMG program as the representative of the Association of 
American University Presses, of which I am a former president. I am attach- 
ing to this letter a list of the members of the Association of American Univer- 
sity Presses for which I spoke. Like all the representatives of book publishing 
who appeared before Senator Mansfield and his colleagues in October, I was 
most grateful for his courtesy and understanding reception of our testimony; 
and since then, my colleagues in book publishing and I have been highly grati- 
fied to see that our point of view was reflected in the report of the subcommittee 
and that Senator Mansfield has proposed this legislation which, if approved, 
will have the effect of continuing under more effective conditions the fine work 
done to date by IMG, particularly with the intellectuals in underdeveloped 
countries who have so unique a role in world affairs. My more specific observa- 
tions follow. 

I am not qualified to testify concerning the legal and technical aspects of IMG 
legislation, but I believe I have some competence regarding the importance of 
IMG in the Middle and Far East. The main objective of the IMG program, of 
course, is the distribution of materials selected specifically to make the United 
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States better understood and appreciated in foreign countries. I agree com- 
pletely with this aim; others will be more competent than I to judge the effects 
of the program in this direction, though from my own observations it is accom- 
plishing this purpose to a gratifying degree, considering its financial and geo- 
graphical limitations. Where I have personal and definite experience is with 
regard to the importance of IMG in the areas of higher education, scholarly re- 
search, scientific development, and economic growth. Help rendered to new or 
handicapped countries in these fields has perhaps an equally great if less direct 
effect toward making our country understood and loved abroad than do the 
more obvious parts of the program to which must be given the major effort. 

During the first half of 1957, I visited a large number of countries in the 
Middle and Far Hast. My objective was to study in these countries the status 
and the needs of education at the college and university level, and of post- 
graduate research in the physical, biological, and social sciences and in the 
humanities. I was particularly concerned with the supply or the lack of books 
and scholarly journals. Among the countries in which I spent a considerable 
amount of time were Indonesia, Pakistan, and Turkey—countries in which IMG 
is now actively in operation—and Japan and Korea in which it is not in effect. 
I can summarize my observations by saying that to Indonesian, Pakistani, and 
Turkish university students and to the scholars who teach them the tools of 
learning provided through IMG are indispensable. Whereas, in Japan and par- 
ticularly in Korea where IMG is not operating, the presidents and deans of 
universities and the publishers who supply them pointed to the lack of such a 
course of printed materials as one of the regrettable blanks spots in their local 
programs. 

Over and over again, Korean publishers and teachers asked me about IMG— 
how did it work, were there disadvantages in it to offset the obvious advantages, 
was it possible that IMG could be extended to Korea? The answer to the last 
of these questions was and is of course outside my province. But I strongly 
urge that IMG be continued and extended so that it may directly benefit higher 
education, economic growth, and scientific development in handicapped coun- 
tries; I urge this not merely for the sake of those countries but for our own 
sake, for I am sure that the intelligent help we give other countries helps us, 
too. I note with much interest and pleasure that in recent months a tentative 
IMG arrangement has been reached with Poland. 

Respectfully yours, 
THuoMAS J. WILSON, Director. 
APPENDIX 


MEMBERS, THE ASSOCIATION OF AMERICAN UNIVERSITY PRESSES, 1957-58 


Brookings Institution The Michigan State University Press 

University of California Press The University of Minnesota Press 

Cambridge University Press University of Nebraska Press 

The Catholic University of America University of New Mexico Press 
Press New York University Press 

The University of Chicago Press The University of North Carolina Press 

Columbia University Press University of Notre Dame Press 

Cornell University Press University of Oklahoma Press 

The Duke University Press Oxford University Press, Inc. 

University of Florida Press The University of Pittsburgh Press 

The University of Georgia Press Princeton University Press 

Harvard University Press Rutgers University Press 

University of Hawaii Press The University of South Carolina Press 

Huntington Library Publications Southern Methodist University Press 

The University of Illinois Press Stanford University Press 

Indiana University Press Syracuse University Press 

The Iowa State College Press University of Texas Press 

The Johns Hopkins Press University of Toronto Press 

The University of Kansas Press The United States Naval Institution 

University of Kentucky Press University of Washington Press 

Louisiana State University Press Wayne State University Press 

Loyola University Press The University of Wisconsin Press 

The Metropolitan Museum of Art Yale University Press 


The University of Michigan Press 
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STATEMENT ON MUTUAL SEcURITY PROGRAM BY BERNARD WEITZER, NATIONAL 
LEGISLATIVE Director, JEWISH WAR VETERANS OF THE UNITED STATES OF 
AMERICA 


On behalf of the Jewish War Veterans of the United States of America, I 
welcome this opportunity to present our views in support of the mutual security 
program as proposed by the President and to express our appreciation for this 
privilege. 

Our support for the essentials of such a mutual security program has been 
continuous over a period of 10 years. At the end of this statement are copies of 
the four resolutions on this subject passed at our 62d annual national conven- 
tion held in Boston in August 1957. Please consider these resolutions as a part 
of my statement to be included in the record of the hearings. 

Never before during the 10 years has there been any greater need for such 
a program except possibly when the Marshall plan was originally proposed. The 
overall results during the past 10 years from the aid which we have extended, 
must be adjudged as most successful. One measure of our success is the fact 
that the Kremlin’s masters of communism have, during the last 2 years, em- 
barked on an economic aid program, themselves, although their motives, unlike 
our own, are to use such aid as additional means for accomplishing their aims 
of subversion and domination of the countries to which the aid is extended. 

Under these circumstances, can it be anything but unwise and dangerous to 
our national security to cut back on the recommendations made by the President 
in his message of February 19, 1958, to the Congress? As a veterans’ organiza- 
tion, one of the primary interests is the national security of the Nation for which 
our members and all other war veterans fought during the wars of the last 60 
years. As the President said so vigorously in his message, the mutual security 
program is an essential part of our national defense which supplements the 
Armed Forces that we and our allies maintain. It is an ingredient of our over- 
all defense which cannot be spared unless we are willing to see Communist 
domination of important world areas expand. 

During your hearings, you have heard criticism as well as praise of the mutual 
security program as it has been administered. Even the most rabid critics 
have not recommended the extinction of our Government’s activities in this field. 
Their aim has been, principally, to deride mistakes that may have been made so 
as to discredit the program as a whole thereby to persugde your committee and 
the Congress to strangle the program bit by bit through cutting the authoriza- 
tion and the appropriations. The Director of ICA has dealt adequately with 
these criticisms in my judgment. 

This is not to say that there have been no failures and no mistakes. In Goy- 
ernment, as in business, faulty judgment and mismanagement are bound to ap- 
pear in programs of great magnitude. The correction of such situations cannot 
be accomplished by cutting the amount of money required to achieve the results 
which are essential to our national security. I am confident that your commit- 
tee will do what is legislatively possible to protect the expenditures of the full 
amount asked for by the President from waste. The task ahead of us is a most 
difficult one. Russian communism is an outspoken enemy which declares forth- 
rightly its determination and expectation to dominate the world. Its efforts are 
constantly advancing in vigor and strength. It is striving to overcome first of 
all, the nations which we are aiding through the mutual security program even 
though at the same time, it is striking directly at the United States by every 
means at its command short of the use of arms. Under these circumstances I 
am confident that your committee will not cut down the funds which the Presi- 
dent declares necessary to carry on the program which has thus far been an 
overall success. 


(The following resolutions are to be included in the record of the 
hearings as part of Bernard Weitzer’s statement :) 
UNITED NATIONS SPECIALIZED AGENCIES 


Whereas the basic instincts of peoples of all races in all parts of the world 
are directed toward the continuation of their lives and the lives of their chil- 
dren; and 
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Whereas the specialized agencies and funds of the United Nations, such as 
the United International Children’s Fund, the Food and Agricultural Organiza- 
tion, and the World Health Organization which are respectively directed— 

1. To provide food and medicine for starving children ; 

2. To training the underfed nations and peoples in methods of agriculture 
which will produce more food supplies that will enable them to raise their 
daily calorie intake somewhat closer to half of what the average American 
eats each day ; 

3. To training in sanitary measures and rudimentary health treatment 
which will eliminate or cut down the heavy toll of death and sickness from 
such diseases as malaria which greatly depletes the working days per year 
of the peoples who need this help; and 

Whereas these nations and peoples, in many cases, produce materials of great 
importance to American industry and to the industries and economies of friendly 
nations : Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
62d annual national convention assembled in Boston, Mass., August 12-18, 1957, 
continue its.support of these specialized agencies of the United Nations and urge 
Congress to make larger appropriations for the activities of these agencies. 


TECHNICAL ASSISTANCE PROGRAMS 


Whereas the technical assistance programs conducted by the United Nations 
and independently by our own Government, have been most warmly welcomed by 
those countries which have participated in such programs; and 

Whereas these technical assistance programs have been of the greatest help 
in the underdeveloped areas of the world and especially because many of the 
countries in those areas are being tempted by the lures of Communist propa- 
ganda; and 

Whereas in many of these underdeveloped areas there are raw materials of 
great importance to our own national needs and whose production can be largely 
increased by a technical assistance program properly adapted to the country 
involved and efficiently carried out : Now, therefore, be it 

Resolwed by the Jewish War Veterans of the United States of America in 62d 
annual national convention assembled at Boston, Mass., August 12 to 18, 1957, 
That both the bilateral technical assistance program originally known as the 
Point 4 program and the United Nations technical assistance program be greatly 
expanded and much more liberal appropriations be made for such technical assist- 
ance programs than have hitherto been granted. 


MUTUAL SECURITY PACT FOR THE FAR EAST 


Whereas the situation in the Far Bast and the Southwest Pacific with newly 
independent nations subject to the subversions, incursions and aggressions by 
Soviet and Chinese communism present a serious danger to the security of the 
free world including the security of our own Nation; and 

Whereas the Pacific Pact which includes Australia, New Zealand, Pakistan, 
Philippine Islands, Thailand, the United Kingdom, France, and the United States 
has been entered into as a defensive step patterned on the mutual security pro- 
gram which provided such an effective stop to the Communist advance in Europe: 
Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
62d annual national convention assembled in Boston, Mass., August 12 to 18, 
1957, urge the President and the Congress to intensify and enlarge the pact which 
is especially adapted to the needs of the situation in the Far East and Southwest 
Pacifie including substantial technical assistance as well as grants-in-aid in order 
to strengthen the economic well-being, the political and governmental institu- 
tions and the defense posture of these independent nations, and such other na- 
tions in that area as wish to become signatories of the Pacific Pact, to the end 
that they may be better able to defend their freedom against the machinations 
of the Communist enemy. 
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MUTUAL SECURITY PROGRAM 


Whereas our organization has, for 10 years, consistently supported the essen- 
tial elements of the mutual security program and appropriations fully adequate 
for the needs thereof ; and 

Whereas the military aid, economic support, in the form of loans and grants 
and technical assistance made available under that program have strengthened 
our traditional allies and the independent nations of the world, especially those 
newly independent since World War II; and 

Whereas the results of the mutual security program have inured to our own 
country’s improved military defense and capacity for swift retaliation in the 
event of any Communist attack ; and 

Whereas the combination of our own strength and the capacity of the nations 
which we have aided, to withstand the subversive and infiltrating activities of 
the Communists has served to deter Communist aggression and to frustrate their 
intent to dominate the world: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
62d annual national convention assembled in Boston, Mass., August 12 to 18, 
1957, wholeheartedly support the President’s minimum request for funds to 
carry out the mutual security program as proposed in the President’s message 
of May 21 to Congress and reaffirm its confidence that the dollars thus appro- 
priated will be the most effective expenditure our country can make in achieving 
a durable, just peace. 
























APPENDIX 


(The following answers were furnished by the executive branch in 
response to questions which the committee asked to have answered 
when Deputy Under Secretary of State Dillon and International 
Cooperation Administration Director Smith appeared before the com- 
mittee on March 27, 1958 :) 


“1. (a) What is ICA policy in regard to offshore procurement ?” 

In general, ICA’s current policy is to finance procurement at the lowest free 
world delivered price for commodities (excluding surplus agricultural commodi- 
ties) financed through programs under its jurisdiction. ICA does not direct 
procurement either to United States or to foreign suppliers, but permits com- 
petition to determine the source of procurement. 

“1. (b) Figures furnished the committee show that the percentage of ICA 
commodity procurement in the United States has declined from a high of 78.7 
in fiscal 1955 to a low of 55.1 in the first 6 months of fiscal 1958. Why?’ 

An ICA staff analysis of the factors contributing to the decline in the per- 
centage of ICA funds spent in the United States between fiscal year 1955 and 
fiscal year 1958 has revealed several significant facts. 

(1) In the first place, the fiscal year 1955 is not a typical year as far as source 
of procurement is concerned. The cumulative expenditure record from 1948 
through 1954 shows that 69 percent of all identifiable commodity purchases 
were made in the United States. The record of 79 percent for 1955 is, therefore, 
10 points higher than the previous cumulative average for 5 years’ procurement, 
and is due in large part to the substantial payments for surplus agricultural 
commodities made in that year. 

(2) The proportion of surplus agricultural commodities to total ICA expendi- 
tures has declined sharply since fiscal year 1955. During fiscal year 1955 ICA 
commodity expenditures totaled $981 million, of which $440 million, or 46 percent, 
was surplus agricultural commodities purchased entirely in the United States. 

During the first 6 months of fiscal year 1958 ICA expenditures for all com- 
modities totaled $516 million. With the emphasis on surplus commodity disposal 
programs now shifted in large part to Public Law 480, only $128 million, or 25 
percent, of the ICA total was for surplus commodities purchased in the United 
States. This decline in the proportion of surplus commodities included in ICA 
expenditures—from 46 percent to 25 percent—is bound to pull down the overall 
United States share in ICA procurement regardless of the trend for other 
commodities. 

(3) An additional basic cause for the decline in the United States share of 
total ICA procurement is due to the shift in program from Europe to the coun- 
tries of Asia and the Far East. Both commodity needs and customary trade 
patterns of these countries are different from those of European countries. 
Most of these countries have dealt customarily with such countries as Japan, 
Taiwan, Indonesia, and Hong Kong located in this region, or with such world 
traders or former governing countries as France, the United Kingdom, and Ger- 
many. These countries also are farther from United States production centers, 
thus adding to the cost of ocean freight from the United States and increasing 
competitive difficulties. 

The policy of procuring at lowest free world price has, under these cir- 
cumstances, led to a material reduction in the United States share. For ex- 
ample, for 6 countries in the Far East, Middle East, and Africa, the proportion 
of commodities originating in the United States dropped from 64 percent in 
1955 to 28 percent in the first half of 1958; the effect of the percentage drop 
Was compounded by the fact that the volume of commodity expenditures for 
these 6 countries increased during the period from $44 million in 1955 to an 
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annual rate of $324 million in the first half of the current year, thus giving 
these countries a much greater weight in total commodity procurement. The 
percentage bought in the United States for all other countries fell only from 
80 percent to 67 percent. 

(4) Finally, it should also be noted that in earlier years, when large amounts 
of commodities were being shipped to Europe, none of the European nations 
who were members of the European Payments Union was permitted to bid 
on commodities financed by ICA for other EPU members; such intra-European 
transactions were financed outside the aid program. Currently, with most of 
the commodities going to areas other than Europe, these nations in Europe 
are eligible suppliers and strong competitors for the United States aid dollar. 

“(e) Can ICA dollars which are spent abroad be traced in their return to 
the United States; that is, can you demonstrate which American industries 
benefit from increased exports as a result of dollars accruing to foreign coun- 
tries from offshore procurement?” 

The National Planning Association in its study, The Foreign Aid Programs 
and the U. 8S. Economy, prepared for the United States Senate in March 1957, 
described it as a “reasonable assumption that the aid given as dollars was 
spent in the markets of the world and returned to this country through pay- 
ments of United States exports.” The NPA did not attempt to trace the course 
of any particular sum of dollars returning to the United States, but instead 
allotted the amounts among United States producing industries on the basis of 
the total export pattern. 

One of the best ways of demonstrating this principle is with respect to a 
specific country such as Japan. ICA purchases of commodities in Japan during 
the fiscal year 1957 amounted to $135 million. In 1957 Japan imported $1,230 
million in United States commodities and exported only $600 million to the 
United States, thus leaving Japan with a trade deficit of $630 million with the 
United States. This unfavorable balance of trade for Japan, which has con- 
tinued for several years, could be met only if Japan earns dollars through in- 
visibles, United States troop expenditures, or ICA offshore procurement receipts. 
1f Japan had not been able to earn this dollar income from sales under the aid 
program, its purchases from the United Sttaes would almost inevitably have 
been reduced, by a substantial if not identical amount. Among the United 
States industries which have benefited substantially from Japanese purchases, 
based on preliminary data for calendar year 1957, were scrap iron and steel 
($127 million), industrial machinery ($121 million), iron and steel mill prod- 
ucts ($114 million), nonferrous metals ($78 million), petroleum products ($59 
million), and coal ($53 million). In the aggregate, exports from these United 
States industries plus some other smaller ones would have suffered a loss in 
sales to Japan in the general magnitude of $135 million a year. The alterna- 
tives to smaller purchases by Japan in the United States without an opportunity 
to earn the dollars required to pay for them would be more dollar aid to Japan. 

“2. What will be the policy in regard to the expenditure of the Development 
Loan Fund loans? Will the borrower be required to spend all, or a stated per- 
centage, in the United States, or will he be free to spend the money wherever he 
can do so most advantageously ?” 

Borrowers from the DLF will generally be permitted to purchase equipment 
or materials in the free world market at the most advantageous price available, 
although it is expected that a considerable portion of such purchases will be 
made in the United States. If the pattern which has prevailed on ICA pur- 
chases in recent years is repeated, this worldwide procurement policy will mean 
that approximately 50-75 percent of the value of all purchases will be made in 
the first instance in the United States. 

In this connection, it should be understood that DLF loans are extended to 
meet the requirements of a specific development project or program. It is not 
DLF policy to make blanket loans for financing any purpose or activity the 
borrower may choose. 

Underlying this procurement policy of the DLF are the following reasons: 

(a) Procurement tied in whole or in part to the United States would run 
counter to the United States policy of striving to secure maximum liberalization 
of international trade. This principle was again recognized by the Congress 
when it declared in section 201 of the Mutual Security Act of 1954, as amended, 
that it is a purpose of the DLF “to minimize or eliminate barriers to the flow of 
private investment capital and international trade.” 
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(b) A policy of worldwide procurement, which enables the borrower to se- 
cure the most economical terms available, tends to give assurance that maximum 
value wili be obtained for each tax dollar spent in accomplishing the purposes 
for which funds are appropriated to the Development Loan Fund. 

(c) A large percentage of the dollars loaned by the DLF will ultimately be 
used to finance export purchases from United States suppliers. The Fund 
recognizes that most of the dollars which it lends will ultimately be spent in the 
United States, regardless of where they may be expended in the first instance. 

(d) To the extent that procurement under DLF loans is done abroad, it tends 
in many instances to reduce the dependence of free countries on trade with the 
Communist bloc. It helps the country in which goods are procured to expand 
its export outlets in the free world, and it assists such a country to satisfy its 
import requirements through purchases from other free nations by providing 
needed dollars. 

(e) Restriction of procurement under DLF loans to United States sources 
would give encouragement to those abroad who contend that United States aid 
is a tool for United States economic penetration or “imperialism.” 

(f) A policy of worldwide procurement gives the DLF a distinct advantage 
over Soviet credit activities: the Soviet bloc tends almost uniformly to tie its 
loans to purchases within the bloc. This feature of its credits has already 
served in some instances to add credence to accusations of Soviet imperialism 
and to discourage some potential borrowers. 

“3. Why is it necessary to charge interest as high as 5% percent on Develop- 
ment Loan Fund loans?” 

The question presumably refers to the interest rate policy adopted by the 
Development Loan Fund for so-called profit-earning activities, such as manu- 
facturing or extractive enterprises. It has been determined that the interest 
rates for such loans will generally follow Export-Import Bank terms on similar 
activities. These rates are currently at about 544 percent. 

The rate policy adopted by the Fund reflects the philosophy of DLF operations 
expressed in section 202 of the Mutual Security Act, which enjoins the Develop- 
ment Loan Fund from competing with private investment capital, the Export- 
Import Bank, or the International Bank for Reconstruction and Development. 
It is felt that interest rates and maturities on loans for profit-earning activities 
should be comparable to the current terms required by these institutions in order 
to avoid impairing the attractiveness of their loans. Furthermore, it is ap- 
parent that a DLF interest rate which is substantially lower than that charged 
for comparable activities by existing institutions would give to DLF borrowers 
in effect a subsidized competitive advantage. 

In establishing its interest rates, the Development Loan Fund considered the 
fact that rates being offered by the Soviet bloc are in the vicinity of from 2 to 
2% percent or less. The Fund believes, however, that the interest rate is not 
the only determinant of a loan’s attractiveness, nor of the burden it imposes on 
the borrower. Other features of DLF loans impose less of a drain on the re- 
sources of the nation involved than do the loan terms and conditions offered by 
the Soviet bloc. 

For example, the Soviet bloc normally requires repayment in convertible cur- 
rencies or actual exports. The DLF can accept repayment in presently incon- 
vertible local currencies. Furthermore, procurement of materials and equip- 
ment under Soviet bloc credits is normally tied to a country in the bloc. Bor- 
rowers from the DLF will generally be permitted to make purchases in the free 
world market on the most advantageous terms available. 

“4, Last year, Congress authorized special assistance in the amount of $250 
million, of which $225 million was appropriated. This year, the administration 
requests an authorization of $212 million for special assistance plus a con- 
tingency fund of $200 million, of which $100 million could be used without regard 
to the requirements of the law. Why is this substantial increase, necessary?’ 

This question can best be answered against the background of previous year 
programs comparable to those which are proposed in this year’s legislation under 
the headings of (1) special assistance and (2) the contingency fund. 

For fiscal year 1957 the Congress authorized and appropriated (1) $250 million 
under the provisions of the old section 201 “for assistance designed to promote 
the economic development of free Asia, the Middle East, and Africa * * * and 
tc maintain economic and political stability in these areas”; and (2) $100 mil- 
lion as a special fund under the provisions of section 401 (b) to be used in ac- 
cordance with the provisions of section 401 (a). Of the $250 million provided 
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under section 201, slightly over $100 million was unprogramed in the presentation 
and therefore generally available for maintaining economic and political sta- 
bility in the designated areas. 

In submitting proposals for fiscal year 1958, the executive branch recommended 
that the old section 201 be replaced by the Development Loan Fund. However, 
to cover those requirements which had qualified under the “economic and 
political stability” clause in section 201, but were not properly development as- 
sistance, a new category of special assistance was proposed. Programed re- 
quirements amounted to slightly over $100 million. In order to avoid the multi- 
plication of separate appropriation accounts, the executive branch added to 
this a request for (1) $100 million, representing the equivalent of the unpro- 
gramed part of section 201 available the previous year and (2) $100 million 
representing the special Presidential fund of the previous year, for a total re- 
quest of $300 million for special assistance. Of this, $250 million was authorized 
and $225 million appropriated. 

This year, in order to contribute to a clear understanding of the purposes 
which mutual security funds are intended to serve, the executive branch has 
proposed that programed uses of special assistance be separated from unpro- 
gramed or contingency requirements. It has therefore requested the authoriza- 
tion and appropriation of (1) $212 million for special assistance and (2) $200 
million in a contingency fund. 

Neither of these requests can properly be described as representing a “sub- 
stantial increase.” The amount requested last year for programed special as- 
sistance amounted to about $100 million. To this must be added proposed as- 
sistance to countries where the United States has bases but does not contribute 
to the support of significant military forces, which was last year classified as 
defense support. This change, which is described on pages 38 and 54 of the 
worldwide summary presentation volume, led to a net increase in the request for 
special assistance of $68 million. Another change which affects the size of the 
special assistance request is that assistance for Berlin, appropriated separately 
the last few years under the authority of section 403 (b), is this year consoli- 
dated with request for special assistance set forth in section 400 (a). 

The request for $200 million in a contingency fund is nearly identical in 
amount to (1) that which was appropriated by the Congress for fiscal year 
1957 under (a) the President’s special fund and (b) unprogramed funds under 
section 201 and (2) that which was requested last year as the unprogramed seg- 
ment of special assistance designed to meet contingency requirements. This 
amount was not appropriated in full for fiscal year 1958, but one of the most 
critical problems the executive branch has faced during this year has been the 
inadequate level of funds for meeting unforeseen and contingent requirements 
which arose during the year. The executive branch has therefore concluded 
that an amount of $200 million is the minimum which is necessary for these 
purposes. A full discussion of this request is contained in the presentation 
books at pages 75-82 of the worldwide summary volume. 

“5. The special assistance requested this year would be ‘for use on such terms 
and conditions as he [i. e., the President] may specify for assistance designed 
to maintain or promote political or economic stability.’ Does not this language 
give the President such broad discretionary power as to amount to a supple- 
ment to the contingency fund?” 

Special assistance is a category of aid designed to meet known needs for 
which programs are illustratively presented to the Congress. It. is not a 
“flexibility” or “contingency” fund; that is, it is not a fund carrying special 
authority to waive requirement of law or which contains unprogramed funds 
designed to meet contingent or unanticipated requirements or to angment funds 
for other categories of aid. 

The legislative history of special assistance makes clear that it is designed 
to meet certain known requirements for aid for which the other categories of aid 
are inappropriate. As described in the presentation book statement on special 
assistance those requirements include: 

(1) Aid which may be required to deal with economic problems of a non- 
developmental character which are not directly related to a country’s 
defense burden, such as the restoration or maintenance of a stable economic 
condition ; 

(2) Assistance which must be provided to secure or maintain United 
States military facilities or other rights in a country or to deal with eco- 
nomie and other problems arising out of the existence of such facilities; 
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(3) Aid which is needed to equip police or other internal security forces 
which are not under military control ; 

(4) Assistance designed to promote economic development in a situation 
where the criteria for securing aid from the Development Loan Fund can- 
not be met, because, for example, such aid cannot reasonably be furnished 
on a basis of repayment ; 

(5) Assistance which is necessary to achieve some political, humani- 
tarian, or other objective which is not military in origin, such as the pro- 
vision of relief to, or the resettlement of, refugees. 

The $212 million requested for special assistance is the sum of the programs 
planned to meet these known requirements. (A listing of these programs is 
set forth under the description of special assistance in the worldwide summary 
presentation book.) 

Historically, special assistance is an offshoot of development assistance, which 
was appropriated both to promote economic development “and for other types 
of assistance designed to help maintain economic and political stability.” As 
an element of development assistance, the portion of this aid not earmarked for 
loans was always available “on such terms and conditions as the President may 
specify.” 

The discretion that has always been given the President with respect to 
this type of aid relates only to the terms and conditions on which special as- 
sistance is made available and does not affect the clear legislative history 
governing the uses of this category of aid. Thus, without Presidential action 
based on provisions outside section 400 (a), special assistance cannot be used 
for the purpose for which the contingency fund is designed—to supplement 
funds provided under the established categories of aid. 

“6. At the conference on the foreign economic aspects of United States secu- 
rity, Mr. Smith said ICA had found 69 identifiable complaints among criticisms 
of the program and that 4 of these were justified. Will ICA make available to 
the committee an analysis of these complaints?” 

The above statement was made at the conference prior to a request to ICA 
from the House Foreign Affairs Committee for information on certain criti- 
cisms of the program. In preparing its response to these and other common 
criticisms, ICA identified and answered 96 separate complaints. The House 
Foreign Affairs Committee print covering the ICA analysis of these complaints 
indicates those justified in one respect or another. The print also contains Mr. 
Smith’s statement to the committee relative to the first 88 complaints. 

“7. The New York Times reported March 7 that Ambassador Byington told 
the U. N. Economic Commission for Asia and the Far East that the United States 
would contribute up to $2 million for immediate use in development of the lower 
Mekong Basin. Mr. Byington explained, the Times reported, that ‘a special fund 
would become available by 1959 for the river development project.’ What is the 
special fund referred to?” 

The special fund referred to in Ambassador Byington’s speech to the Economic 
Commission for Asia and the Far East (ECAFE), which was reported in the 
New York Times story of March 7, is the proposed “Special Projects Fund” 
which the last General Assembly recommended be included in the establishment 
of an enlarged U. N. technical assistance program. A description of this pro- 
gram will be found on page 36 of the nonregional programs presentation book. 
It was also discussed in the course of the testimony of Assistant Secretary Wil- 
cox before the Senate Foreign Relations Committee on April 1. 

Any inference to be drawn from the New York Times article that the special 
fund referred to by Ambassador Byington was an American fund is unfortunate. 
The pertinent portions of Ambassador Byington’s speech to which the New York 
Times story made reference are quoted below : 

“One of the problems that suggested to my Government the need for the Special 
Projects Fund is the development of the lower Mekong River Basin * * *. Our 
belief is that the Special Projects Fund can and should undertake the principal 
responsibility for financing the necessary studies of the river basin * * * Un- 
fortunately, the Fund will not come into existence before 1959 and the work 
on the Mekong should not be delayed. Mr. Chairman, to avoid any such delay, 
I am happy to announce that my Government is prepared to contribute up to $2 
million for immediate use for the initial stages of the planning of the Mekong 
River development.” The $2 million contribution Ambassador Byington men- 
tioned will be funded from the President’s Fund for Asian Economic Develop- 
ment. 
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“8. The New York Times reported March 5 that Mr. Smith told the House 
Foreign Affairs Committee that ICA has recovered $375 million since 1954 be- 


cause of ‘improper use.’ 
been taken to prevent a recurrence?” 
Attached are two tables as follows: 


What were those improper uses, and what steps have 


TABLE I.—Refunds received, by category, through Jan. 31, 1958, by ICA and 
predecessor agencies 


{In thousands] 


I an ncn tases cemementnn 
ee nee 
NON a a a ad oda cx sn en dip mason 
Foreign agents’ commissions____.______- 
ee. Se 
cic mans 
Noncompliance with PA and provisions of ICA Regulation 1__--__-__~_ 
Luxury or ineligible items_____._.__._____ 
Unauthorized reexports___.-.____-__-__ 
Noncompliance with terms of service contracts__.._._....___._.-.-___-- 
Errors in computation____.___________-_ 


Documentation initially submitted for reimbursement and withdrawn 


by participating country____._________ 
Nonreimbursable accessorial charges___ 
BE TOE one ee 


United States agency withdrawals 


OD 


Miscellaneous 


Total refunds received___.______ 


(Greek petroleum, oil, and 


oil, 
9, 263 
10, 538 


379, 804 


TasLe IIl.—Summary statement of reasons for refunds and corrective action 
taken by ICA 


REASON FOR REFUND 


Transportation 


(a) Failure to comply with Cargo Pref- 
erence Law. 

(bo) Freight payments to carriers of re- 
cipient country registry. 


Price adjustments 

(a) Overpricing. 

(6) Voluntary price adjustments by 
suppliers. 


Shortages 


Adjustments for— 
(a) Quantity.’ 
(b) Quality.’ 
(c) Transit damage. 
(d@) Insurance claims. 


Foreign agents’ commissions 


ICA Regulation I required repayment 
to the agency (predecessor agencies) 
by the cooperating country of com- 
missions paid to foreign sales agents. 


CORRECTIVE ACTION 


Education and more specific require- 
ments of cooperating country in 
amended Regulation I (ICA regula- 
tion governing commodity procure- 
ment) produced considerable reduc- 
tion in this type of impropriety. 


Price reviews by participating countries 
with USOM guidance and ICA and 
increasing familiarity of suppliers, 
importers, and with ICA require- 
ments are reducing these cases. 


Normal to export shipments. 


ICA Regulation I was amended Oct. 14, 
1954, to eliminate this requirement. 


1 Many of these are on cotton which in world trade is sold subject to price adjustments 
for weight, quality, and condition on delivery at destination. 
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Taste I1.—Summary statement of reasons for refunds and corrective action 
taken by ICA—Continued 


REASON FOR REFUND 


Duplicate payments 

Under direct reimbursement financing 
cooperating countries occasionally 
submitted documentation twice for 
same transaction. 


Nonutilization 


Failure of cooperating country or im- 
porter to utilize ICA-financed com- 
modities or equipment. 


CORRECTIVE ACTION 


Postaudit caught duplicate payments. 
Switch to letter of commitment fi- 
nancing for most operations largely 
precludes duplicate payments. 


Instance of nonutilization reduced by 
improvement of planning, screening 
of import requirements, procure- 
ment practices, and arrival and cus- 
toms procedures, and more effective 
surveillance and review of program 
implementation by cooperating coun- 
tries and USOM’s. 


Noncompliance with provisions of procurement authorization and ICA Regu- 


lation I 

(a) Failure to observe contracting and 
delivery periods. 

(b) Purchases from ineligible sources. 

(c) Improper documentation. 

(d) Procurement of items not author- 
ized in PA. 

(e) Payments of ineligible commissions 
to purchasing agents or import- 
ers. 

(f) Excessive commissions. 


Luxury or ineligible items 


Procurement of nonessential, luxury- 
type items. 


Unauthorized reexports 

ICA-financed imports reexported by re- 
cipient country without prior ap- 
proval by ICA. 


Education by ICA/USOM personnel 
and increasing familiarity of import- 
ers, suppliers, and cooperating coun- 
try governments with ICA regula- 
tions and policies and our postaudit 
of transactions are cutting down 
these irregularities. 


Improved screening of import programs 
and transactions by cooperating coun- 
tries, USOM’s, and ICA are effec- 
tively reducing the number of such 
cases. 


Improvement, usually at United States 
instigation, of cooperating country 
export controls and expanded USOM 
end-use checking are improving this 
situation. 


Noncompliance with terms of service contracts 


Expenditures by contractors which are 
not authorized in their contract. 


Lrrors in computation 
Errors by suppliers 
charges on invoices. 


Improved contract terminology and de- 
velopment of contractor’s experience 
of functioning under ICA contracts 
are helpful. Since many contracts 
are financed under letter of commit- 
ment or by advances of funds, con- 
trol is by postaudit which results in 
refunds when exceptions are noted. 


in computing Normal trade occurrences. 


Documentation withdrawn by cooperating countries 


Transactions for which cooperating 
countries requested reimbursement 
and then withdrew request, generally 
under direct reimbursement financ- 
ing. 


Shift to financing by letter of commit- 
ment has largely eliminated these 
cases, 
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Taste Ii.—Summary statement of reasons for refunds and corrective action 
taken by ICA—Continued 


REASON FOR REFUND OORRECTIVE ACTION 


Nonreimbursable accessorial charges 


Charges for  lighterage, wharfage, Education of importers, suppliers, and 
heavy lifts, and demurrage incidental cooperating countries to ICA regula- 
to the movement of ICA-financed tions and policies is limiting such 
goods but which ICA does not norm- cases. 
ally finance. 


Advances (unused) 


Outstanding, unused advances returned Improved estimation of amounts needed 
by contractors. can reduce but not entirely eliminate 
these. 


United States agency withdrawals (Greck petroleum, oil, and lubricants) 
Repayments by United States agencies No corrective action necessary. 
for petroleum, oil, and lubricants 
withdrawn for United States use from 
Greek stocks financed by ICA. 





(The following information was supplied in aswer to a question by Senator 
Mansfield on p. 33. It is also referred to on p. 454.) 

Question. Section 105 (b) (4) of the Mutual Security Act reads as follows: 

“(4) Military assistance may be furnished to the other American Republics 
only in accordance with defense plans which shall have been found by the 
President to require the recipient nation to participate in missions important to 
the defense of the Western Hemisphere.” 

The President has expressly reserved this function to himself under Executive 
Order 10575. How often does the President review his findings under this sec- 
tion? When was the last review made? 

Answer. The military assistance program was inaugurated for Latin America 
in 1951. On December 5, 1951, the Secretary of Defense recommended that the 
President make a finding in accordance with section 401 of the Mutual Security 
Act of 1951, as amended (predecessor section to sec. 105 (b) (4) of the Mutual 
Security Act of 1954, as amended), with respect to certain Latin American coun- 
tries. On December 14, 1951, the President approved this recommendation and 
made a finding that the defense plans for the United States established a need 
for the participation of certain Latin American countries in missions important 
to the defense of the Western Hemisphere. 

We believe it is clear that the “defense plans” contemplated by section 105 
(b) (4) of the present Mutual Security Act are embodied in the general military 
plan for the defense of the American Continent. This plan is reviewed from 
time to time by the Inter-American Defense Board established by the Rio Treaty. 
This general military plan was most recently reviewed and approved on behalf 
of the United States on October 1, 1957. 

Of course, the action of the United States in approving the revised general 
military plan must be consistent with NSC policy. The NSC policy on Latin 
America was reviewed and revised in September 1956 and represents the policy 
of the United States Government. 

In addition to the general military plan, there are detailed plans which are 
the subject of the bilateral negotiations between the United States and the 
recipient Latin American countries. The United States undertakes to assure in 
these bilateral negotiations that the detailed plans are in accordance with the 
general military plan referred to above. Such bilateral plans are, of course, 
constantly under review as to force goals, ete. 

From the foregoing, it is apparent that the specific finding with respect to the 
requirements of the statute was originally made by the President in 1951. <A 
further specific finding was made by the President in the case of Honduras and 
Nicaragua in December of 1953, and with respect to Guatemala in May of 1955. 
However, the general policy and the military plans have been under constant 
review since that date and it has not been felt necessary to require a further 
specific finding by the President. 
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